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Professional Notes. 


Tue Council of the Society of Incorporated Account- 
ants and Auditors have unanimously re-elected 
Mr. George Stanhope Pitt (Bolton, Pitt & Breden), 
London, and Major Gwilym Arnold Evans (G. A. 
Evans & Evans), Cardiff and London, to the 
respective offices of President and Vice-President 
of the Society for the ensuing year. A reference 
to the proceedings of the Society’s 39th Annual 
Meeting will show that Mr. Pitt’s discharge of the 
duties of President meets with general and cordial 
acceptance, and it is to be regretted that illness has 
laid aside Major G. A. Evans for some time past 
and prevented him from attending to duties, the 
fulfilment of which was looked forward to by the 
members in South Wales especially. 


The Council have added two names of distinction 
to the very small list of Honorary Members of the 
Society, and for the first time in the Society's 
history their choice has fallen outside the ranks 
of practising accountants. It is unnecessary for 
us to enlarge upon the public services of Sir 
Malcolm Ramsay and Sir Josiah Stamp, the two 
Honorary Members just appointed. Each of them 
in a different sphere has rendered distinguished 
service to the country, and the Council in honouring 
them reflects honour upon the Society itself. 


At the annual meeting of the Institute of 
Chartered Accountants in England and Wales, the 
President, Mr. T. G. Mellors, dealt with a number 
of matters of professional interest. On the subject 
of income tax business, he éaid that complaints had 
been received from time to time from members with 
regard to bankers sending out circulars to their 
customers offering to undertake income tax work for a 
charge dependent upon results. As this practice 
appeared to be an attempt to encroach upon the 
proper work of accountants (who are not allowed to 
advertise) and was not in the opinion of the Council 
pertinent to banking business, representations had 
been made to the bankers complained of, and he was 
pleased to report that the circulars objected to had 
been withdrawn. 


Mr. Mellors also made a reference to the Bankruptcy 
Bill introduced into the House of Commons, which 
inter alia enlarges the provisions of the laws as to a 
bankrupt failing to keep proper books of account. 
He criticised the following proviso in the Bill: 
‘‘ Provided that a person engaged in any retail trade 
in which it would be a hardship or against the usual 
custom of the trade to enter such details as are 
hereinbefore required, then and in such cases the 
omission shall be deemed to be excusable.” We 
agree with Mr. Mellors that all traders requiring 
credit should keep proper books and accounts, but 
there are many members in the House of Commons 
who are not traders, and provisions of too drastic a 
nature are not likely to prove acceptable without 
some concession to weaker mortals. However, the 
whole matter will be investigated, as the Board of 
Trade have announced their intention of setting up 
a departmental committee to inquire into it. 


On the subject of onthe for the profession 
Mr. T. W. Collin, A.C.A., moved a resolution 
against further delay in taking steps to promote a 
Bill, and in the course of a well considered speech 
he gave a review of the history of the matter. After 
some discussion he was replied to by Sir William 
Plender, who stated that neither the acceptance nor 
the rejection of the resolution would help the 
Council. It was far better for the members to leave 
the Council with a free hand in any negotiations 
which might arise. The course suggested by 
Sir William Plender was adopted, and the motion 
was withdrawn. 
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On the evening previous to the Annual Meeting 
the President of the Institute gave a dinner at the 
Institute’s Hall at which the President and Secretary 
of the Society were guests. There were no speeches, 
but the President briefly proposed the toast of 
“The King,” and Mr. Justice Tomlin submitted 
that of ‘‘The President.’’ An interesting programme 
of music followed. 


The sudden death of Mr. J. G. Willis, C.B., 
Inspector-General in Bankruptcy from 1908 to 1921, 
removes a personality well known to the senior 
members of the accountancy profession. During 
the war when insolvency business was more or less 
stagnant, Mr. Willis took part in supervising Board 
of Trade Controllers of enemy businesses carried on 
in Great Britain, and in this capacity he was a good 
friend and a wise adviser to those entrusted by the 
Government with work necessitating both tact 
and skill. 


The auditors in the City Equitable Fire Insurance 
case, whose names have been so prominently before 
the Law Courts, are Messrs. Langton & Lepine. 
Mr. Walter Langton of this firm is a Fellow of the 
Society of Incorporated Accountants and Auditors, 
and was originally admitted an Associate in March, 
1894. Mr. Cecil Henry Lepine has been an Associate 
of the Institute of Chartered Accountants since 
February, 1906. It must be a great satisfaction to 
them in the anxieties entailed by the prolonged 
investigation and the lengthy trial, that they emerged 
from the ordeal without the least imputation on their 
honour as professional men. It is not necessary for 
us to add anything to this because we are publishing 
a special report of the judgment of Mr. Justice Romer 
in regard to the auditors, and one of our leading 
articles is also devoted to the same matter. 


Our correspondent, Mr. 8. Hosgood, a well-known 
Birmingham solicitor, who was unfortunately 
described as ‘‘ Osgood”’ in our last issue, has sent 
us a further letter in regard to sect. 21 (1) of the 
Finance Act, 1922, which deals with super tax on 
undistributed income of certain companies. At the 
annual meeting of the Association of British Chambers 
of Commerce the matter was raised by Mr. H. Lakin- 
Smith, F.C.A., President of the Birmingham 
Chamber, and Sir James Martin, in reply, undertook 
on behalf of the Executive Council to have a proposal 
placed on the Order Paper of the House of Commons 
for amending the section, so that the words “ the 
said reasonable part of such income” shall be 
substituted for the words “the said income”’ in the 
14th line of the sub-section. Notice accordingly has 
been given for the Committee stage of the Finance 
Bill by Mr. A. M. Samuel, M.P., and other Members, 
including Mr. Thomas Keens, M.P., F.S.A.A. 


Other important matters relating to taxation were 
raised at the Association’s meeting by Mr. F’. Woolley, 
F.5.A.A., President of the Southampton Chamber of 
Commerce. These included a proposal to extend to 
public limited liability companies owning subsidiary 


companies, and to private limited companies where 
the shareholding interest is virtually the same, the 
right now accorded to persons under Rule 138 
applicable to Schedule D., Cases 1 and 2, of the 
Income Tax Act, 1918, to set off losses incurred in 
one trade or business against profits realised through 
any other trade or business in the same ownership. 
Mr Woolley also proposed that, with a view to 
securing a more equitable basis for assessment to 
super tax, income derived from investments should 
be included in the year to which the income relates 
instead of in the year when the income is receivable. 
These proposals and others were referred to the 
Executive Council of the Association for further 
consideration. 


We publish this month the text of the Finance 
Bil) in so far as it relates to income tax, inhabited 
house duty and corporation profits tax. The main 
alterations proposed are the abolition of inhabited 
house duty after the year 1923-24, and the abolition 
of corporation profits tax as from June 80th, 1924. 
Accounting periods commencing pricr to June 30th 
will be apportioned on the basis of time. 
The other sections deal for the most part with 
subsidiary matters relating to repayments of income 
tax and an allowance in respect of housekeeper 
having the care of children. The wording of some 


of the sections is very technical and difficult to 


understand. It seems to us that it ought to be 
possible to arrive at the same result by the use of 
language which is less involved. 


In our March issue we referred to the case of 
Strickland v. Paimer, in which the Divisional Court 
decided that although rent could be raised under 
sect. (2) of the Rent Restriction Act, 1920, to the 
extent of the increase in rates payable by the landlord, 
there was no obligation to reduce the rent when the 
rates went down. This decision has now been reversed 
by the Court of Appeal. Lord Justice Bankes, in 
delivering judgment, said that the only permitted 
increase of rent was the amount corresponding to 
the increase in rates “for the time being,” and, 
accordingly when the landlord made a claim for the 
permitted increase of rent he must be in a position to 
show that at the time the claim was made the 
permitted increase did not include a sum in excess 
of the rates then payable. In his view it was clearly 
not the intention of the legislature that the rent once 
increased should continue irrespective of any fall 
in rates. 


In answer to a question as to what is the éxact 
arrangement with the Irish Free State with regard 
to income tax of a British subject who holds securities 
in the Irish Free State which are subject to Irish 
Free State income tax, the secretary to the Treasury 
replied as follows :— 

‘In view of the setting up of a separate 
system of taxation in the Irish Free State, 
liability both to British income tax and to Irish 
Free State income tax may arise in respect of 
the same income. Arrangements for relief in 
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respect of doubly charged income have been 
made, and are embodied on the British side in 
the relief in respect of Double Taxation (Irish 
Free State) Declaration, 1928 (Statutory Rules 
and Orders, 1928, No. 406), and on the Irish 
Free State side in the Double Taxation (Relief) 
Order, No. 1, 1923.” 
The hardship of tax payers is not so much in the 
ultimate liability for tax but in the fact that they 
have in the first instance to pay an amount in excess 
of the real liability and afterwards reclaim it, thereby 
not only losing the interest on their money in the 
meantime but incurring the inconvenience of not 
having the use of that money in their business. 


In our issue of June last year we referred to the 
case of the Commissioners of Inland Revenue v. 
Burrell, in which Mr. Justice Rowlatt decided thai 
when a liquidation commenced the distinction 
between profits and capital disappeared, and that 
what the shareholder received was surplus and was 
not subject to super tax. The point of the case 
was that among the assets was a sum of money 
which represented profits made by the company 
in the final year of its existence, but not distributed 
as dividend. The Court of Appeal has now 
affirmed Mr. Justice Rowlatt’s decision, and the 
Master of the Rolls in giving judgment said that the 
sums were not distributed to the shareholders as 
dividend because the liquidation deprived the directors 
of the power of declaring a dividend. And further, 
that after the liquidator had assumed his duties 
it was a misapprehension to continue the distinction 
between profits and capital. The fact that the 
sums had borne income tax did not affect the case 
as the company had paid income tax as a taxpayer, 
and not as agent for its own shareholders. 


Lady Astor, speaking at the annual dinner 
of the National Association of Probation Officers’ 
Associations, had occasion to refer to the dignity of 
our Judges, and said she had just come back from 
the East, and wherever she went she found people 
very grateful for British justice. Wherever one 
came across British rule, she said, it was only to feel 
that those who administered it tried to do right, and 
that there existed a sort of feeling of protection and 
justice. Human justice would never be complete in 
human history, but if anything came near being 
complete it was our Courts and their justice. 
Coming from one of American birth this expression 
can be taken at its full value, especially as it bears 
out the experience of all those who have travelled 
extensively in foreign countries. 


The report of the Public Trustee for the year 
ended March 81st last, which has just: been issued, 
shows a surplus of £29,278 on the year’s working as 
compared with £74,522 the previous year. The 
aggregate value of new business (including accretions 
to old trusts) during the year was about £15,500,000, 
which is almost the same as the preceding year. The 
new cases accepted numbered just over 1,000, as 


against 955 in 1922-23, the average values of the 
various trusts being somewhat less. The number of 
cases under administration at the end of the year was 
15,900, having an estimated value of approximately 
£175,760,000. 


The Society's 39th Annual 
Meeting. 


Tue President of the Society of Incorporated 
Accountants and Auditors, Mr. G. 8. Pitt, is to be 
congratulated on the success attending the Society’s 
39th Annual Meeting, and the members present on 
that occasion are also entitled to a word of 
commendation for maintaining throughout the 
proceedings the high level of the Presidential 
Address. Too often meetings in the accountancy 
profession are marred by a meticulous examination 
of points of detail instead of devoting a useful 
opportunity to the consideration of the broad 
principles which should be laid down for the 
guidance of those responsible for the direction of 
affuirs. We are glad to say that no mistake of this 
kind spoilt tle proceedings of the recent meeting, 
with the result that it is regarded as one of the most 
successful in the history of the Society. 

The President in his opening remarks expressed 
the regret of all the members at the absence through 
continued illness of the Vice-President, Major G. A. 
Evans, of Cardiff, and referring to his Address at 
the last Autumnal Conference in South Wales said 
that he would endeavour to bring up to date his 
review on matters of interest to the profession and 
at the same time deal with the internal development 
of the Society itself. He mentioned that the number 
of new members elected during 1923 was 339, and 
that the roll of membership now included 4,000 
names. After congratulating Sir Charles Wilson and 
Mr. Thomas Keens on their election to Parliament, 
Sir Josiah Stamp (the Society's Examiner in 
Economics) on bis invaluable work as a member of 
the Experts’ Committee on Reparations, and Sir 
James Martin on his appointment to Government 
and other Committees, Mr. Pitt made some reference 
to the work of the Examination Committee of the 
Council. From the subsequent discussion it would 
appear that the figures relating to the results of the 
examinations gave rise to some divergent views, but 
there can be no doubt that the standard of 
admission is well maintained by the Examination 
Committee of the Council when 39 per cent. of the 
candidates failed to satisfy the tests imposed. 

After touching on finance and intimating the 
acceptance by the Council of an invitation from 
the Yorkshire members to hold a Conference in 
Leeds and Bradford next autumn, the President 
came to the consideration of the important question 
of the future headquarters of the Society. For many 
years this matter has been kept in abeyance, but in 
view of the expiration of the lease of the Society's 
present premises in the near future, the Council 
have determined, as the President pointed out, that 
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entering upon the 40th year of its history, the 
time has come when the position the Society has 
attained should find adequate expression in proper 
headquarters. It was clear from the tone of the 
meeting that the Council have rightly interpreted 
what we regard as the practically unanimous views 
of the members. 

Mr. Pitt then turned his attention to a grave and 
important matter affecting the profession in the 
British Dominions and its relation to the profession 
in the Mother Country. The history of accountancy 
as a profession is well known and need not be 
dilated upon here, but facts with regard to its 
establishment and progress in South Africa found 
an able exponent at the meeting in the person of 
Mr. J. Waldie Peirson, of Johannesburg, whose 
name has been on the Society's roll of Fellows for 
27 years, but who has forsaken accountancy for the 
law and is now one of His Majesty’s Counsel in the 
Union. To men with Mr. Peirson’s knowledge there 
is no doubt as to the treatment the profession in the 
Mother Country ought to receive, and much less 
than justice has been done to Chartered and 
Incorporated Accountants in the Bill which was 
before the Union Parliament at the time of its 
dissolution. We have no hesitation in identifying 
ourselves with all that Mr. Pitt said at the meeting in 
regard to an amendment which has been embodied 
in the Bill to enable members of the proposed new 
society in the Union to style themselves ‘‘ Chartered 
Accountants (South Africa).’’ The members of the 
Society of Incorporated Accountants and Auditors 
from 1885 onwards have adopted one straight clear 
course: neither to lean upon nor endeavour to derive 
advantages from the labours of other bodies, but to 
make their own designation of ‘ Incorporated 
Accountant ’’ respected throughout the world. A 
line of conduct such as this is the only one which 
will endure or be found profitable at home or 
abroad. 

Coming to the question of.registration for the 
accountancy profession in Great Britain, the 
President reiterated the views expressed by him at 
the Cardiff Conference upon this subject, which the 
Society has consistently advocated throughout its 
history. Mr. Pitt said he shared without reservation 
the opinion of the majority of members that 
professional registration is a necessity to the 
profession and to the public. He believed that 
benefits would accrue from registration to the 
younger members of the profession, but its 
justification was on the grounds of public policy, as 
a Registration Act would afford the public the 
protection they did not at present possess and to 
which, in his judgment, they were entitled. 

After paying a tribute to the work of the Income 
Tax Forms Committee appointed by the Council 
to give evidence before the Government Committee, 
the President made a graceful allusion to the late 
Sir Edward Moore, ex-Lord Mayor of London, who 
died while holding office as President of the Institute 
of Chartered Accountants. He then referred to a 
number of other matters in connection with the 
Society’s work and the personnel of the Council, 
which have already been alluded to in our columns. 


In concluding his Address, Mr. Pitt said the 
heritage which they had built up was one in which 
all Incorporated Accountants share and of which all 
are equally proud. The spirit of progress which has 
characterised the Society throughout its history has 
never been more active than during recent years, 
and he felt sure that in the future there would be 
accorded to the Society and its affairs that spirit of 
co-operation which has always been given so readily 
by the general body of members. 

The motion for the adoption of the report and 
accounts was seconded by Mr. W. Claridge 
(Bradford), Past President, who feelingly alluded to 
the illness of the Vice-President. 

The discussion was opened by Mr. Cassleton 
Elliott in a useful and practical speech dealing with 
tbe main lines of the President's Address. He was 
succeeded by Mr. J. Waldie Peirson, who received a 
warm welcome from the members upon his being 
introduced from the chair. We have already 
alluded to Mr. Peirson's speech, which met with the 
appreciation of the audience. Mr. T. Frame Miller 
(London), who is a member both of the Institute 
and Society, dealt exclusively with the subject of 
registration, and was subsequently answered, at the 
request of the President, by Sir James Martin, who 
outlined the history of the matter, of which we 
believe he has a longer and more intimate knowledge 
than any other member of the profession. Other 


speakers were Mr. George Palmer (London), Mr. F. 


Woolley (Southampton), Mr. John Potter (Blackpool) 
and Mr. C. J. H. Cowdy (London), all of whom 
expressed their support and appreciation of the 
work and policy of the Council. The motion for 
the adoption of the report and accounts was 
unanimously adopted, and the members of the 
Council were appointed and Auditors re-elected. 

A cordial vote of thanks to Mr. Pitt for his 
Address and for his services as President was carried 
with acclamation, and in acknowledgment he 
expressed his indebtedness to the Secretary of the 
Society, Mr. Garrett, for his assistance and advice. 

At the Extraordinary General Meeting of members 
which followed immediately, the respective resolu- 
tions increasing the subscriptions of the members 
practising in England and Wales and of the 
Associates’ entrance fee were proposed by the 
President and seconded by Sir Charles Wilson, M.P., 
in a forceful and genial speech. The resolutions 
were unanimously adopted without any further 
discussion. 


Auditors and the erification of 
Securities. 


Tue decision in the City Equitable case, which was 
delivered on May 22nd last, is of peculiar interest 
to accountants. The business world and the 
investing public were no doubt more interested in 
the attempt to fix responsibility upon the directors, 
but the liability of the auditors was also in question, 
and the judgment of Mr. Justice Romer must be 
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carefully considered by all accountants who are 
called upon to audit the accounts not only of 
companies, but also of all concerns or trusts which 
have the handling of other people’s money or 
property. 

The direct charge of negligence against the auditors 
wholly failed; indeed, the judgment is a testimony 
to the care and accuracy of the partner who actually 
conducted the audit. It was suggested that he ought 
to have detected the loans to Ellis & Co. and to 
Mansell that were so much criticised in the course 
of the hearing, and also that he should have 
discovered the fact that certain Treasury bonds were 
merely ‘window dressing’ purchases to hide 
Messrs. Ellis’ indebtedness. The Judge has held 
that the audit would not have revealed the facts; 
the books had indeed been kept so as to conceal 
them, and reasonable care and skill would not have 
sufficed to expose the deceit. An auditor is not an 
insurer or a guarantor. His duty is to ascertain 
from the books and accounts the result of the trading 
and the state of the company’s affairs. He certainly 
cannot be expected to warrant that the management 
or staff have behaved honestly and properly, nor can 
he be expected to behave as a suspicious detective. 
So far as this aspect of the case is concerned, it 
merely amounts to an application of the principle 
that, if a man who is bound to exercise care and 
skill does his duty, then he is not to be blamed 
for a state of affairs which he would have discovered 
had he done more than his duty. 

The great interest of the decision is the Judge's 


pronouncement upon the vexed question of inspection 


of securities. He held that the auditors ought not 
to have accepted a certificate from Ellis & Co. as to 
the bills and bonds held by them on the company’s 
behalf, but should have inspected the securities and 
seen that they were in proper custody. He was of 
opinion that had they inspected the securities they 
would have discovered a fraud that had resulted in 
a loss of £47,000. His view was that auditors are 
bound to satisfy themselves that the securities exist 
and are in safe custody, and that stockbrokers, however 
eminent, are not the proper persons to have the 
custody of securities except when it is inevitable, 
and then only for the shortest possible time. If the 
securities are not in proper custody, then the auditor 
ought not to be satisfied merely by a certificate of 
the custodian but to make a personal inspection and 
also to report to the shareholders. In the case before 
him the auditors had accepted a certificate in the 
belief that Ellis & Co. were proper persons to have 
custody of the securities in question, and had not 
inspected them or reported to the shareholders, and 
therefore he held that they had failed in their duty. 

The Judge expressly refrained from pronouncing 
upon the general question whether auditors are bound 
to make inspection of all securities which are not in 
the possession of the company, the accounts of which 
are under audit, whether in proper custody or not, 
and he made no observation upon the question 
whether they should inspect and check the securities 
actually in the company’s possession. It follows 
therefore that the obligation to inspect arose from 
the fact that the securities in question were not in 


proper custody and the larger problem therefore did 
not arise. One may perhaps be permitted to doubt 
whether in the actual circumstances it made any 
difference in whose keeping the securities were. The 
auditors were, however, exonerated by reason of one 
of the articles of association, of a very usual kind, 
which provided that the company’s officers were only 
to be liable in cases of wilful neglect, and certainly 
the evidence clearly negatived any such neglect on 
the part of the auditors. 

This part of the judgment may be conveniently 
put in the shape of general propositions : 


1. When securities are not in the possession of 
the company to which they belong, then the 
auditors must :— 


(a) Ascertain whether the securities are in 
proper custody; and, if not in proper 
custody, 

(b) Inspect them so as to satisfy themselves that 
they are in existence ; and also 


(c) Report to the shareholders that the securities 
are not in proper custody, and also, if they 
have been unable to inspect them, the 
circumstances which led to their not 
inspecting them. 


2. A stockbroker, however reputable, is not a 
person to whom securities may be entrusted for 
safe custody. He may only properly be entrusted 
with them when it is necessary for the immediate 
purpose of his employment by the company, and 
then only for so long as is necessary for the due 
fulfilment of such purpose. 


To these propositions one may add other 
propositions which may be law but have not yet been 
declared to be law. 


1. Auditors must inspect all the securities held 
by or on behalf of the company whose accounts 
they are auditing ; or 

2. Auditors must inspect all the securities of 
such company as are not in the company’s 
possession, whether they are in proper. custody 
or not. 


Either of these would carry the correlative duty of 
reporting to the shareholders that the securities have 
been inspected, or, if not, the reasons why such 
inspection has not been had. 

There also arises in acute form the question to 
whom may the directors of a company properly 
entrust the company’s securities ? This is no longer 
a matter for the directors, if failure to report may 
render the auditors liable in damages for negligence. 
The problem does not only arise in connection with 
companies. It may call for solution in every case 
in which an auditor is called in. 

Before discussing the legal question, it must be 
borne in mind that many, if not most, accountants 
have followed the practice of inspecting all securities, 
or at least of specifically reporting in such a way 
that the shareholders know either that the securities 
have been inspected, or, if any have not, the reasons 
for not inspecting. Practice and the law walk hand 
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in hand, but the utmost prudence as a rule goes 
beyond the legal obligation, 

Auditors, as is well known, are answerable to the 
shareholders and not to the directors. Their duty 
is to report on the state of affairs at a particular 
date as revealed by the accounts, but their duties 
are not confined to the arithmetical accuracy of the 
books. They must be satisfied as to their substantial 
accuracy (Leeds Real Estate Company v. Shepherd 
(1887) 86 Ch.D. 802). Lord Chelmsford in 
Spackman vy. Evans (L.R., 38 H.L. 2386), said 
that it was no part of the duty of auditors to 
inquire into the validity of any transaction appearing 
in the books, and Lord Lindley, in re London 
General Bank ((1895) 2 Ch. 682), forcibly 
stated his opinion that auditors were not concerned 
with the wisdom or prudence of the transactions. 
‘His business is to ascertain and state the true 
financial position of the company at the time of the 
audit, and his duty is confined to that. How is he 
to ascertain that position? The answer is: By 
examining the books of the company. But he does 
not discharge his duty by doing this without inquiry 
aud without taking the trouble to see that the books 
themselves show the company’s true position. He 
must take reasonable care to ascertain that they doso.” 
And in re Kingston Cotton Mill Company ( (1896) 
2 Ch. 279) Lord Lindley, in holding that an auditor 
was entitled to rely on returns a3 to stock made by 
the manager, contrasted those returns with the 
cashier’s statement of receipts and payments, which, 
he said, no auditor could accept without further 
inquiry. 4 

The Companies (Consolidation) Act, 1908, sect. 113, 
gives the auditor the right of access to the company’s 
books, accounts and vouchers, and also to require 
the directors and officers to give such information 
and explanations as are necessary for the purpose of 
the audit. The section also requires the auditor to 
report whether such information and explanations 
have been forthcoming and also whether the balance- 
sheet is properly drawn up so as to exhibit a true 
statement of the company’s affairs according to the 
information and explanations required by him and as 
shown by the company’s books. His report must 
state the facts; it is not sufficient for him to 
arouse the shareholders’ suspicions or put them on 
inquiry. He is however not bound to be suspicious 
unless he is put on inquiry, and his obligation is to 
use reasonable care and skill. Such in short is his 
position and his duty, apart from any special 
provision in the articles of association. 

Now it is admitted that the auditor is not a 
committee of inspection to supervise the directors 
and staff, and in auditing he is not bound to see 
everything himself. He need not take stock; 
for he may content himself with stock schedules 
supplied to him and applying thereto the usual tests ; 
nor need he necessarily check all the vouchers; 
there may arise cases where it will be enough if he 
takes a number at random and checks them. 

The inspection of securities is at first sight a little 
beyond the statutory requirements. It is in the 
nature of inspection of vouchers, although securities 
can hardly with propriety be classed as vouchers, 


and the justification for inspection is that he may 
see whether the books do accord with the actual 
facts. It may even be questioned how securities 
differ either in principle or in degree from stock in 
trade. If the certificate of the manager may be relied 
upon for the former, why not for the latter? -There 
is, of course, the obvious comment that securities 
ought to be easily checked, and there is a practice 
of inspecting them. Probably the difference is due to 
the consideration of reasonableness. If it be for the 
auditor to show that he used due care to see that 
the accounts showed the true ‘state of affairs and 
they do not, then the question of liability turns on 
what he ought to have done. The fact that a 
practice exists is some evidence of the standard of 
care. ‘The practice in the case of stock is justifiable 
on the ground that an auditor has no such 
training or knowledge as would enable him to 
take stock efficiently, but he has the knowledge 
and training which would enable him to inspect 
securities. The authorities, however, afford little 
guidance, as was pointed out by Mr. Justice 
Astbury in Republic of Bolivia Exploration 
Syndicate ((1914) 1 Ch. 171). The present case 
has afforded some guidance in that the Judge has 
held that, if the securities forming part of the 
company’s assets are to the knowledge of the 
auditor entrusted to a stockbroker for safe custody, it 
becomes his duty to inspect the securities, and, if the 
directors allow them to remain in such custody, to 
report to the shareholders. The decision doves, 
however, go somewhat beyond the principle that an 
auditor does not examine into the validity of the 
directors’ proceedings. The books showed the 
ownership of certain securities. The information 
was that they were in the custody of a reputable 
firm, and that firm acknowledged that they had 
them. According to the books and to the information 
and explanation required, the state of affairs was in 
this respect properly recorded. Yet the decision is 
that the auditors should not have been satisfied with 
that evidence for reasons which clearly may cause 
them to review the decisions of the directors. 

With regard to securities not in the company’s 
possession, there are at least three classes of cases 
to consider— 

(a) Those which have been placed in safe 
custody. 
(6) Those which are held by others as security. 


(c) Those which are held by others either (i) 
as having some right or title together 
with the company, or (ii) as having an 
adverse claim. 


As to (a), an authority to inspect can easily be 
given provided their physical situation renders 
inspection reasonably possible. But it may be 
questioned whether inspection is a matter of duty. 
The directors presumably have decided so to place 
the securities, and have satisfied themselves that the 
deposit is proper. As securities can only be inspected 
as of right on the ground that they are “ vouchers,” 
which is rather extending the meaning of the term, 
it is doubtful whether auditors can force inspection, 
and, if they cannot, they are entitled to ask 
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for information and explanation. Moreover, if 
the information is that the securities are in the 
hands of a firm of standing who acknowledge that 
they hold them for the company, the auditors have 
apparently satisfied their statutory obligations. It 
would, however, probably be a matter for inquiry if 
obstacles were placed in the auditor’s way, and in 
such a case persistence or an express report may 
well be called for. Since the decision under 
discussion, these remarks can only apply to securities 
in proper custody. 

_ As to (6), which is a very common occurrence, 
' there is more doubt. At common law a mortgagee 
is not bound to produce his security without 
first being tendered the amount due. By the 
Conveyancing Act, 1881, sect. 16, he is, however, 
bound to do so upon receiving a proper sum for 
his expenses. A director, as such, is not entitled to 
inspect the security given by his company (see Burn 
v. London and South Waies Coal Company (1890) 
W.N. 209), and there would be therefore considerable 
difficulty in an auditor establishing such a claim. 
He would, however, be able to call on the company 
to assist him by giving their authority, but this 
again seems to travel some distance from the statute. 
If the books and accounts show that the documents 
have been pledged and the fact is clear, how much 
further need the auditor go ? 

As to the first case of (c), a co-owner would be a 
proper person to hold the common property, and, 
though he would not be entitled to withhold 
inspection, it is again doubtful whether such 
inspection is imperative. In the second case, 
inspection would be refused, but such special 
circumstances demand special notice in the report, 
as the state of the company’s affairs must vary 
according to whether the claim is or is not 
justified. 

There still remains the question whether auditors 
are bound to inquire into the propriety of the custody 
of such securities. Obviously a person who also 
has an interest by way of co-ownership or mortgage 
has a title to hold the securities, but it is left in 
doubt whether the practice whereby an auditor may 
be satisfied with a certificate from a bank is well 
founded. The Judge raised the general question 
only to make it clear that he would not deal with: it. 
He suggested that the practice was to take certificates 
from reputable banks only, and that such a custom 
was invidious as the auditor would have to decide 
as to each bank whether it was reputable. But he 
did not indicate whether no certificates were to be 
taken from any bank or that certificates should be 
taken from any bank, or how it was more invidious 
or a more difficult task to-decide whether any 
particular custody was proper. He also raised the 
question as to accepting the certificates of safe 
deposits and like institutions, but merely indicated 
the difficulty there is of distinguishing between banks 
and any other reputable and responsible custodian. 
A concern such as the City Equitable Company 
ought to be able to keep its own securities until they 
are parted with on realisation or as security for 
advances. If realised or purchased there would be 
an interval when the stockbrokers would naturally 


have them. Are auditors to judge for what length 
of time at their peril? It is difficult indeed to 
predicate what custody a Judge would, looking at 
the matter in the light of events, deem proper. 
It is a very usual practice to leave title deeds with 
solicitors. It is unnecessary to lodge any securities 
for safe custody unless there are several persons, such 
as trustees, who are jointly entitled to possession but 
so that no one of them should have them. Where 
however the persons to whom is entrusted the care 
and management of affairs have decided to place 
them in someone else’s care, be that someone else a 
banker, or safe deposit or stockbroker or anyone 
else, and the custodian acknowledges that he has 
them, surely the auditor is not put on inquiry, 
merely because the custodian is not such a person 
as he would have selected himself. 

The result of the decision is that only a small 
amountof extra light has been thrown upon thesubject. 
If it be true, which remains doubtful, that the auditor 
must consider the propriety of the custody, then 
apparently the duty of inspection or of reporting 
depends upon his conclusion. If he is of opinion 
that the custody is proper and the Judge agrees, 
then it is doubtful whether he mustinspect. If he, or, 
rather, the Judge, thinks the custody improper then 
mere inspection will not be enough: he would have to 
report upon the propriety of the directors’ action in 
the matter, and this does amount to an extension of 
liability. The decision on the other hand may 
merely amount to this: that on the actual facts of 
the case a reasonable careful man would have both 
inspected and reported. If so, it is a decision on the 
actual facts and of little general guidance. 

The moral is that auditors should adhere to the 
practice of inspecting all securities whenever 
practicable, and if inspection is in any case not 
possible or practicable, to give a clear statement in 
the report of the fact and the reason therefor. In 
the great majority of cases no difficulty can arise, 
and in the remainder the auditor will be safe fiom 
consequences, ; 


CONFERENCE WITH DISTRICT SOCIETIES 
OF INCORPORATED ACCOUNTANTS. 


A conference between the District Societies Committee of 
the Council and representatives of District Societies was held 
in the Council Chamber on May 14th last, when there were 
present: Sir James Martin the chair), who was supported 
by Mr. G. 8S. Pitt (President), Mr. W. Claridge, Mr. C. 
Hewetson Nelson, Mr. James Paterson, Mr. A. E. Piggott, 
Mr. Percy Toothill, Sir Charles H. Wilson, M.P., LL.B.; 
Mr. A. E. Woodington, and Mr. A. A. Garrett, Secretary. 
There were also present: Mr. Norman Booth (Belfast), Mr. 
J. Paterson Brodie (Stoke-on-Trent), Mr. A. Chadwick 
Manchester), Mr. T. W. Dresser (Leeds), Mr. Alexander 

annah (Liverpool), Mr. J. R. Johnson (Birmingham), 
Mr. T. H. Platts (Birmingham), Mr. F. A. Prior (Nottingham), 
Mr. H. Reynolds (Bradford), Mr. J. Telfer (Newcastle-on- 
Tyne), Mr. E. J. Waldron (Southampton), Mr. Percy H. 
Walker (Cardiff), and Mr. F. A. Webber (Bristol). 

The conference discussed the problems and work of the 
District Societies, and a number of suggestions for improving 
organisation were submitted by the representatives present 
and considered. 
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AUDITORS AND THE VERIFICA- 
TION OF SECURITIES. 


Judgment in the City Equitable Fire Insurance Case 


(Srecta, Report.] 

The following is a verbatim report of the judgment of 
Mr. Justice Romer in so far as it relates to the auditors 
of the company :— 

It remains for me to deal with the charges made against 
the respondents Messrs. Langton & Lepine, the auditors of the 
company. By paragraph 4 of the claiming part of the points 
of claim, the Official Receiver asks for a declaration that these 
respondents were guilty of negligence in respect of the audit 
by them of the balance-sheets of the company for the years 
ending February 28th, 1919, February 29th, 1920, and 
February 28th, 1921, respectively, and are liable to pay to 
the liquidator compensation for the loss sustained by the 
company by reason of such negligence and breach of duty. 
The Official Receiver also asked for a declaration that such 
compensation included the dividends paid in respect of the 
year ending February 28th, 1921, as having been paid out of 
capital. Mr. Topham at the end of his reply however stated 
that he did not press for any separate relief in respect of these 
dividends, but merely for a general inquiry as to the damages 
sustained by the company by reason of the auditors’ negligence. 
But in any case, as I have already pointed out, the Official 
Receiver has not proved that the dividends were in fact paid 
out of capital. Now the negligence and breach of duty charged 
at the Bar against the auditors in respect of their audit of the 
three balance-sheets in question come under three heads: 
(1) Their misdescriptions in the balance-sheets of the debts of 
Ellis & Co. and Mansell by including them under ‘Loans at 
call or short notice” or ‘‘ Loans,” or in the case of part of 
Ellis & Co.’s debt under the heading of ‘‘Cash at Bank and 
in hand,” and their consequent failure to disclose to the 
shareholders the existence of those debts; (2) Their failure 
to detect the fact that much larger sums were in the hands 
of Ellis & Co. at the date of each of the balance-sheets than 
were so included; (3) Their failure to detect and report, to 
the shareholders the fact that a number of the company’s 
securities, which were in the custody of Ellis & Co. were being 
pledged by that firm to its customers. I will deal presently 
with each of these matters in turn, but before doing so, there 
are one or two general observations about the auditors that 
must be made. The audit in each of the three years was in fact 
conducted by Mr. Lepine alone. His partner, Mr. Langton, 
had conducted the audits of the accounts of the company 
from the date of its incorporation until the completion of the 
balance-sheet for the year ending February 28th, 1917, but 
from that time ceased to take any active part in the audits. 
In the discharge of his duties in the three years 1919 to 1921 
Mr. Lepine, speaking generally, displayed great skill, care 
and industry. Eloquent testimony of this is furnished by 
the numerous accounts, memoranda and reports which he 
prepared in connection with the three audits, and which were 
produced by him in the course of his evidence. Each audit 
took from six to eight weeks to complete, and during that 
time two or three clerks of the auditors would be in continuous 
attendance at the company’s offices. The work of these clerks 
would of course be done under the direction of Mr. Lepine 
who, during the latter part of the audit, was himself in fairly 
continuous attendance. The late Mr. Van de Linde, who was 
himself an accountant of great experience, and who, after the 
company went into liquidation, made an able and thorough 
examination of the company’s affairs, testified as to the 
care and accuracy displayed by Mr. Lepine in the audits. 
The following passage is taken from his cross-examination 
by Mr. Stuart Bevan: ‘ (Q. 1409) I am quite aware of what 
the complaints are with regard to Messrs. Langton & Lepine, 
but putting those on one side, because they have to be 
investigated to see whether there is any foundation for them 
at all, does your investigation show that these audits were 
very carefully conducted by Mr. Lepine?—He was always 
calling for documents, checking entries and so forth ? 
(A.) Yes. (Q. 1410) It must have involved a great deal of 
work? (A.) Yes, a great deal, I think. (Q. 1411) And 
extraordinary accuracy in his figures? (A.) Yes, I think the 
figures are accurate right through. (Q. 1412) I have not yet 
heard or read, and I have been here all the time, that there 


is any suggestion that there is any wrong figure? (A.) As far 
as the figures are concerned, I think there is great accuracy 
right through. (Q. 1413) In fact throughout, always putting 
aside these matters we have to address ourselves to, speaking 
generally, throughout, the greatest care shown and accuracy 
achieved? (A.) Yes. (Q. 1414) Involving as you say, a very 
large amount of investigation and labour ? (A.) Yes, I think so.” 
But if in the course of these long and arduous -audits 
Mr. Lepine has in even one instance fallen short of the strict 
duty of an auditor, he cannot, I apprehend, be excused merely 
because in general he displayed the highest degree of care and 
skill. As to what that duty is there is not much authority to 
be found in the books. But in In re London and General 
Bank (No. 2), reported in 1895, 2 Ch., 673, Lord 
Justice Lindley dealt at some length with the duties of 
the auditor of a company. He says this: ‘‘It is no part 
of an auditor’s duty to give advice, either to directors or 
shareholders, as to what they ought to do. An auditor has 
nothing to do with the prudence or imprudence of making 
loans with or without security. It is nothing to him 
whether the business of a company is being conducted 
prudently or imprudently, profitably or unprofitably. It is 
nothing to him whether dividends are properly or improperly 
declared, provided he discharges his own duty to the 
shareholders. His business is to ascertain and state the true 
financial position of the company at the time of the 
audit, and his duty is confined to that. But then comes the 
question, How is he to ascertain that position? The answer 
is, By examining the books of the company. But he does not 
discharge his duty by doing this without inquiry and without 
taking any trouble to see that the books themselves show the 
company’s true position. He must take reasonable care to 
ascertain that they do so. Unless he does this, his audit 
would be worse than an idle farce. Assuming the books to be 
so kept as to show the true position of a company, the auditor 
has to frame a balance-sheet showing that position according 
to the books and to certify that the balance-sheet presented is 
correct in that sense. But his first duty is to examine the 
books, not merely for the purpose of ascertaining what they 
do show, but also for the purpose of satisfying himself that 
they show the true financial position of the company. This is 
quite in accordance with the decision of Mr. Justice Stirling 
in Leeds Estate Building and Investment Company v. Shepherd 
36 Ch., 802). An auditor, however, is not bound to 
© more than exercise reasonable care and skill in making 
inquiries and investigations. He is not an insurer; he 
does not guarantee that the books do correctly show the 
true position of the company’s affairs; he does not even 
guarantee that his balance-sheet is accurate according to 
the books of the company. If he did, he would be responsible 
for error on his part, even if he were himself deceived without 
any want to reasonable care on his part, say by the fraudulent 
concealment of a book from him. His obligation is not so 
onerous as this. Such I take to be the duty of the auditor; 
he must be honest—i.¢., he must not certify what he does not 
believe to be true, and he must take reasonable care and skill 
before he believes that what he certifies is true. What is 
reasonable care in any particular case must depend upon the 
circumstances of that case. Where there is nothing to excite 
suspicion very little inquiry will be reasonably sufficient, and 
in practice I believe business men select a few cases at 
haphazard, see that they are right, and assume that others 
like them are correct also. Where suspicion is aroused more 
care is obviously necessary; but, still, an auditor is not 
bound to exercise more than reasonable care and skill, even 
in a case of suspicion, and he is perfectly justified in acting 
on the opinion of an expert where special knowledge is 
required. Mr. Theobald’s evidence satisfies me that he took 
the same view as myself of his duty in investigating the 
company’s books and preparing his balance-sheet. He did 
not content himself with making his balance-sheet from the 
books without troubling himself about the truth of what they 
showed. He checked the cash, examined vouchers for 
payments, saw that the bills and securities entered in the 
books were held by the bank, took reasonable care to ascertain 
their value, and in one case obtained a solicitor’s opinion on 
the validity of an equitable charge. I see no trace whatever 
of any failure by him in the performance of this part of his 
duty. It is satisfactory to find that the legal standard of duty 
is not too high for business purposes, and is recognised as 
correct by business men. I must now inquire whether, in 
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the matters complained of, Mr. Lepine fell short of the duty 
cf an auditor as so explained and defined. 

On February 28th, 1919, Ellis & Co., according to the books 
of the company, owed the sum of £51,423 19s. 4d., and 
Mansell the sum of £6,225. Both these sums were included 
by Mr. Lepine in the balance-sheet.as of that date under the 
description ‘‘ Loans at call or short notice £177,648 19s. 4d.” 
Now it is said that neither of these sums was a loan at call or 
short notice. Mansell’s debt certainly was not. Ellis & Co.’s 
probably was. But I do not propose to decide this question, 
for I cannot see that any human being has been misled by 
referring to these debts as ‘‘ loans at call or short notice,” 
rather than as ‘‘loaus.”’ If the description of them in the 
balance-sheet as ‘‘ loans’ would have induced any director or 
shareholder to make some inquiry as to their nature, which 
he was induced to refrain from making by reason of their 
description as ‘‘ loans at call or short notice,” the matter 
would be different. But not only is this inherently improbable, 
there is actual evidence that it was not so. For in the 
balance-sheet of February 28th, 1921, the description was 
altered for a reason that will hereafter appear. No longer 
was there any sum brought in under the former description. 
The loan to Ellis & Co. and the debt of Mansell were, with 
some other loans, lumped together in the balance-shect under 
the generic description ‘‘loans.” And just as in the two 
preceding years no director or shareholder made any inquiry 
as to how the sum brought in under the description of 
‘‘loans at call or short notice” was made up, no inquiry was 
made as to the items going to make up the sum brought in 
under the heading of ‘‘ loans” in 1921. The alteration in the 
heading did indeed attract the attention of Mr. Milligan. 
But the only inquiry he made was as to the reason for having 
so large a sum out on loan, as to which he received a very 
plausible explanation from Bevan. He made no inquiry as 
to how the sum was arrived at. The truth is that the 
ignorance of the respondent directors and of the shareholders 
as to the indebtedness of Ellis & Co. and Mansell, so far as it 
was contributed to by Mr. Lepine, was due to his omission to 
call specific attention to this indebtedness in the balance-sheet 
by mentioning both the debtors by name. But if the directors 
choose to lend money to their brokers, or their general 
manager, there is no reason why they should not do so, nor 
can I see any reason why the auditor should call the attention 
of the shareholders specifically to the fact of their having 
‘done so. In the words of Lord Justice Lindley, an auditor 
has nothing to do with the prudence or imprudence of making 
loans with or without security. He must, of course, take care 
that he does not bring into his balance-sheet at face value a 
debt that is not a good one. The credit of Ellis & Co., 
however, was above suspicion, and in addition the company 
held collateral security against their indebtedness to the 
value of over £286,000. Nor was there any reason to suppose 
that the debt of Mansell was not good. It was, however, 
unsecured, and accordingly Mr. Lepine, in his report 
addressed to Bevan in his capacity of the chairman of the 
company, called attention to the fact in these terms: ‘‘ The 
loans £177,648 19s. 4d. include a sum of £6,225 due from 
your general manager, and for which the company do not 
hold any security.” Mr. Lepine of course intended this 
report to be placed before the board of directors, and was 
justified in supposing that this had been done. Bevan, in 
fact, suppressed it, but I cannot see how Messrs. Langton and 
Lepine can be held responsible for this. Mr. Lepine in this 
matter did, I think, all that it was reasonable for him to do 
in the circumstances. 

Much of what I have said about the 1919 balance-sheet 
applies to that of 1920. According to the books of the 
company, there was no balance due from Ellis & Co. on loan 
account on February 29th, having regard to the fact that it 
had all been transferred to investment account. But after 
this transfer had been made the books showed a balance due 
from them on this latter account of £4,690 16s. 6d., in 
respect of which the company held collateral security to the 
value of over £275,000. But in January of that year 
Ellis & Co. had debited the company with £161,000 in respect 
of the Brazilian ranch. Now, as already stated, the only sum 
that the finance committee had authorised in respect of this 
investment was £150,000, and this fact Mr. Lepine, with his 
usual care and industry, had discovered. Having noted it in 
one of his memoranda of queries, he bad an interview with 
Bevan upon the matter. As a result of this interview, 


Messrs. Ellis & Co. addressed to the company a letter in the 
following terms: ‘‘ Re Ranch Account. You will doubtless 
remember that in all you have been debited in this connection 
£161,000, and the matter was discussed between Mr. Lepine 
and Mr. Bevan a few days ago. The amount has now been 
adjusted to your actual participation, namely, £150,000, so we 
have credited you the sum of £11,000 with interest from 
December 31st, 1919, to the 30th instant, and the amount 

will appear in your statement of June 30th.” The result of — 
recrediting the company with the £11,000 was, of course, to 
increase the indebtedness of Ellis & Co. by that amount, and 
whether it was treated as due from them on loan account or 
on investment account was not very material. In the 
meantime Mansell’s debt had increased to £52,427 14s. 5d. 
In the balance-sheet this sum and the £11,000 due from 
Ellis & Co. are included in a sum of £387,564 5s. 9d., 
brought in under the description of ‘‘ Loans at call or short 
notice.’’ The balance due from Ellis & Co. on investment 
account is included in a sum of £270,000 odd described as 
being ‘Cash at bank and in hand.” Mr. Lepine seems to 
have thought that this sum in the hands of the company’s 
brokers was as much cash in hand as if it had been in the 
hands of one of the company’s officials. In this I think 
that he was wrong, but it would have made no difference to 
anyone bad it been included, as it could have been, under the 
heading of ‘‘Loans”’ or ‘‘ Sundry debtors.’’ But as regards 
the debt due from Mansell, the balance-sheet is open to a 
criticism in no way connected with the question whether the 
debt ought to have been included under the heading ‘* Loans 
at call or short notice.’’ For the only advance to Mansell 
that had been sanctioned was one of £15,000 approved of at 
the meeting of the finance committee on January 3rd, 1919. 
Mr. Lepine accordingly looked up this minute, and made 
inquiries of Mr. Bevan about this, and numerous other 
matters as to which he was not satisfied after making his 
examination of the books and documents of the company. 
These inquiries were made at an interview he had with 
Bevan on June 2nd, 1920. This interview is dealt with 
as follows in Mr. Lepine’s examination at Question 7,525: 
*(Q.) Will you tell my Lord what took place between 
you and Bevan-on June 2nd? (A.) So far as I remember, 
Bevan informed me that although the amount authorised 
by the minute of January, 1919, had been exceeded 
it was perfectly in order; that the directors were fully 
cognisant of the loan which had been made to Manszell in 
connection with his property, and that but for his absence 
from London a minute would have been passed at a board 
meeting by the time I had come to do the audit. (Q.) That is 
Bevan’s absence? (A.) Yes. (2) Did he say what would be 
done in the future? (A.) He told me that a minute would 
be passed at the next board meeting, and some agreement 
entered into with regard to the matter generally. I asked him 
to confirm that, as to the deeds being in his possession. I 
asked him to confirm that by letter. (Q.) One of the queries 
you raised was as to the security? (A.) Yes. (Q.) Was 
anything said about security? (A.) Yes, he told me he held 
the deeds in his office. (Q.) What deeds? (A.) The deeds of 
the property which Mansell had purchased. (Q.) I see there 
is a letter from Mr. Bevan about this matter on June 2nd, 
1920, the same day? (A.) It was written on the same day. 
(Q.) Was it written after the interview? (A.) Yes. (Q.) It 
is page 10 of bundle 43: ‘I write to say in connection with 
the loan made by the City Equitable to the manager, Mr. 
Mansell, we hold certain deeds representing the properties he 
has purchased in Kent, which, of course, also cover the stock 
and any other assets on the property.’ Mr. Bevan having 
told you that, and having confirmed it in writing in this way, 
had you any reason to suppose that it was untrue? (A.) No, 
not at all. (Q.) I see you wrote in answer to that on page 702 


a letter of June 3rd to Mr. Bevan: ‘I am obliged by your four 


letters of the 2nd instant with reference to various investments 
made by the above company up to February 29th last. With 
regard to the loan to Mr. Mansell, this amounted to 
£52,427 14s. 3d. as at February 29th last, which figure has 
been arrived at after deducting the amount due to him for 
profit commission for the past year; you will recollect that 
the only minute with regard to a loan is that of January 3rd, 
1919, which only authorised a sum of £15,000; I, however, 
understand that a further minute will be passed at the next 
meeting of the board. I will also remind you that Mr. Mansell 
has not been charged with any interest up to February 29th 
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last, but that you are now giving instructions as to this’? 
(A.) Yes. (Q.) Did you accept Mr. Bevan’s explanation and 
believe that a minute wouid be passed confirming these 
advances? (A.) Yes.’’ Following this interview, Mr. Lepine 
made a report to the chairman as in the preceding year, and 
this report contains the following passage: ‘‘ With regard to 
the loan to Mr. Mansell, we would remind you that the only 
minute is one dated January 3rd, 1919, authorising a sum of 
£15,000: we understand that a further minute is to be 
recorded at the next board meeting. We would also draw 
your attention to the fact that no interest has yet been charged 
in respect of this loan: we, however, are informed that this 
matter is now having your attention, and, further, that a 
formal agreement is to be prepared with reference to the loan 
generally.” Mr. Lepine thereupon allowed the debt to be 
included in the balance-sheet without insisting upon a minute 
being passed, or a formal agreement prepared. Having 
regard to what we now know, it is no doubt easy to criticise 
Mr. Lepine’s action in doing this. But, putting one’s self 
into his place, and looking at the matter as it appeared to him 
at the time, his action was reasonable, and, except for one 
qualification, to which I will call attention presently, was not 
inconsistent with his duty as an auditor. For he had seen the 
slips that had been initialled by the Directors who had signed 
the cheques in Mansell’s favour,and these would seem to confirm 
the statement of Bevan, if confirmation were required, that the 
directors were fully cognisant of the loan which had been 
made to Mansell. The absence of a formal minute recording 
their approval would not, therefore, be a reason for delaying 
the completion of the balance-sheet, or the issue of the 
auditor’s certificate, especially as he had taken the 
precaution of referring to the matter specifically in the report 
that he thought would be shown to the board. But, as usual, 
this report was suppressed by Bevan, and, as usual, Bevan 
had lied. Not only had he lied as to the directors’ knowledge. 
He had also lied as to there being any security. And in this 
lie he was ably supported by Mansell himself. For Mr. 
Lepine, in accordance with his practice where loans were 
concerned, had uired an acknowledgment of the loan 
from the debtor. Mansell had accordingly signed a letter 
addressed to the company in these terms: ‘ Dear Sirs, I beg 
to confirm that as at February 28th last the total sum 
which had been advanced to me on loan account in connection 
with my property at Pennybridge, Wadhurst, Sussex, is 
£52,427 14s. 3d. I am, yours faithfully, E. G. Mansell, 
general manager.’’ The words ‘‘in connection with his 
property’? were the words that Bevan had used at the 
interview of June 2nd for the purpose of conveying the idea 
that the loan was secured on Mansell’s property, and though 
Mansell did not say in terms that the loan was so secured, he 
obviously intended Mr. Lepine to believe that it was. His 
reference to his property was otherwise meaningless. But it 
is just in connection with this non-exisient security that the 
qualification to which I referred above must be added to the 
statement, otherwise well founded that Mr. Lepine performed 
his duty as an auditor in this matter. For Mr. Lepine did 
not insist on inspecting the deeds of the property himself. 
He accepted the assurance of Bevan that the deeds were in 
Bevan’s office. The whole question as to the duty of an 
auditor to make personal inspection of securities is, however, 
dealt with later in connection with the other charges made 
against Messrs. Langton & Lepine, and need not be further 
discussed at present. 

On February 28th, 1921, the position, even as shown in 
the books of the company, had changed considerably for 
the worse. There was then, according to the investment 
ledger, a sum of £350,000 owing by Ellis & Co. on loan 
account and £73,650 owing on investment account, while 
Mansell’s indebtedness had increased to £96,233. As regards 
the latter, Bevan had not caused a minute to be passed or an 
agreement to be entered into, although, as has already appeared 
in the part of this judgment that deals with the charge 
against the respondent directors in connection with Mansell’s 
loan, Bevan was already engaged in the fraudulent device which 
resulted in the execution of the Mansell agreement. In the 
balance-sheet, Mansell’s debt and Ellis & Co.’s debt of £350,000 
were included in an entry of ‘‘ Loans, £514,633.” The securities 
held by the company as collateral security for the £350,000 
were, on February 28th, 1921, worth only £247,570. This, 
of course, did not satisfy Mr. Lepine, who raised a query 
upon it which was thus described in his evidence at Question 


7,621: **(A) The query I did raise was that on the bank 
certification as to the collateral security, the collateral security 
did not come anywhere near the amount of the loan. I 
referred that fact to Mr. Lock, and he informed me that 
further collateral security had been lodged during, I think, 
the first week in March, and produced to me the bank’s green 
slip acknowledging those further securities. The bank 
obviously could not confirm having held them on February 
28th, when they were not lodged until, I think, March 2nd or 
3rd, but I obtained from Mr. Lock and he showed me the 
bank’s green slip on which they used to enter securities as 
they were lodged, or as they were withdrawn, and I think 
there is a note on the account somewhere to that effect.” 
The note in question shows that the market price of the 
further securities was £104,000. From Mr. Lepine’s point 
of view, the £350,000 was still properly described as a ‘‘ Loan 
at call or short notice.” But the Mansell agreement had 
been produced and carefully read by Mr. Lepine in the course 
of the audit for 1921. In view of this agreement, it was 
obviously impossible to describe the loan to Mansell as being 
at call or short notice, and so the general heading was altered 
to **Loans.” This was admittedly a proper description of 
the £350,000 and of the sum due from Mansell, unless it was 
Mr. Lepine's duty to refer to the debtors by name. There 
was, however, no particular reason why he should have 
done so. He had again inspected the slips initialled by the 
directors who signed the Mansell cheques, and he saw the 
agreement of March 4th, 1921, and the minute of the 
board meeting at which it purported to have been approved. 
He had satisfied himself that the £350,000 was secured. 
It was no part of his duty to criticise or call attention 
to transactions that were well within the powers of the 
board, and were, on the face of them, perfectly regular. 
He had carefully studied the Mansell agreement, and had 
taken the trouble to prepare a fairly full abstract of its 
contents. He had required that the agreement should be 
stamped, and had made a note that the policy on Mansell’s 
life was to be assigned to the company. Both of these 
requirements of his were complied with. I cannot see that 
his duty required him to do any more. It may at first sight 
seem somewhat strange that Mr. Lepine should not have made 
some inquiries as to the provision contained in Clause 9 
of the agreement, under which Mansell was freed from all 
further liability in case the company ceased to carry on 
business before the loan had been repaid out of his commission. 
But in February, 1921, the possibility of such an event 
happening must have seemed to Mr. Lepine to be so remote a 
contingency as not to warrant serious consideration. It is 
indeed to be observed that in the abstract of the agreement 
that he made he did not think it worth while to include that 
provision. The abstract does take note of the provision 
under which the loan was to be cancelled if Mansell ceased to 
be manager. But, notwithstanding this, Mr. Lepine thought 
that the loan was well secured. The following passage in his 
cross-examination in relation to the Mansell agreement, and 
the loan, indicates his reasons for so thinking. He was asked 
this at Question 8,212: “‘Did you think it was quite an 
ordinary kind of agreement? (A.) I thought that the 
directors had considered it was in the interests of the 
company that Mr. Mansell should have this money, and [ 
left it at that, I think. (Q.) You left it at that? (A.) Yes, 
except that I wanted to see that the policy referred to, the 
short term policy, had been assigned to the company, and I 
took steps to see that that was done. (Q.) You realised, of 
course, that if Mr. Mansell left the service of the company the 
liability to pay ceased? (A.) Yes. (Q.) Did not you consider 
that that was such an extraordinary matter that you should 
have called the attention of the shareholders-to that? (A.) 
No, I did not. It was the policy of the directors. (Q.) Of 
course, you saw that it was only payable out of future 
commissions? (A.) Yes, I think I did, and I think I worked 
it out to see if, on the new basis, there was a probability of his 
paying those. (Q.) How long did you calculate it would take 
him to pay them? (A.) I think the instalments are referred 
to in the agreement. (Q.) You said you worked it out? 
(A.) Yes, to see whether his remuneration approximately, on 
the past basis, as far as one could see, would in any way 
amount to the instalments referred to in the agreement. 
(Q.) From that calculation did you find out how long it 
would take for him to repay that loan? (A.) I found at the 
time on the past basis—unfortunately I have not got my 
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note here, but I think there was some considerable sum over. 
(2) You put that debt in as an asset of the company for its 
full value? (A.) Yes, at that time. (Q.) It depended, did it 
not, upon whether Mr. Mansell continued in the employment 
of the company? (A.) Yes, but at that time he was in the 
employ of the company, and the company was a going 
concern, and 1 knew how highly the directors valued his 
services. At that time it was a going concern, and, in my 
opinion, it was a perfectly good amount of expenditure.” 
In my opinion Mr. Lepine was guilty of no breach of duty in 
connection with any one of the three balance-sheets in the 
way he dealt with the indebtedness of Ellis & Co., or the 
indebtedness of Mansell, subject only, as to the latter, 
to the qualification to which I have already referred in 
connection with the balance-sheet of 1920, and subject as to 
the former to the following observation. The £73,650 shown 
by the company’s books to be due from Ellis & Co. on 
investment account was included in the balance-sheet in a 
sum of £188,000 odd, stated to be cash at bank and in hand. 
In my opinion it was not cash in hand. It was merely 
money owing to the company by the brokers, and the 
company held no security to cover it. But Mr. Lepine 
had seen a letter of March Ist, 1921, written by Ellis & Co, to 
Mr. Lock for the purposes of the audit, in which it was stated 
that £50,000 of this money bad been earmarked to the 
company’s American account (that is, for the purposes of the 
company’s American business) for remittance during the 
month of May. There appeared, therefore, nothing to call for 
special remark in so large a sum being in Ellis & Co.’s hands, 
and having regard to the credit and reputation of that 
firm, neither Mr. Lepine nor anyone else would have felt any 
anxiety about the money being forthcoming whenever it might 
be required. Mr. Lepine was cross-examined as to his 
justification in describing thissum as cash in hand as follows: 
**(Q. 8,465.) Do you seriously say—I want you to consider 
this answer—that it is proper when you are preparing the 
balance-sheet of the company to whom the money is due to 
describe the money in the hands of the brokers as being cash 
at bank and in hand? (A.) Yes. The only other alternative, 
I suggest, is thatit might be put as ‘ Cash at bank and in hand, 
and on other acoounts,’ that is the only suggestion that I 
can make as to that heading. (Q. 8,466.) Why ‘cash’ at all? 
(A.) Because it was the balance of cash in their hands. There 
was £50,000 which they were retaining, according to their 
certificate to me, to send to America. I knew they did 
act as agents in connection with the American business. 
(Q. 8647.) The expression ‘cash’ is meant to convey 
something that is quite liquid? (A.) Yes, absolutely ; I quite 
agree. (Q. 8468.) Do you suggest that this sum of £73,000 
was quite liquid? (A.) Yes, I doatthat time. My view was 
then that if the company had asked Ellis & Co. for a cheque 
for £73,000 on March Ist they would have got it. (Q. 8469.) 
Is that still your view? (A.) No, not to-day; one has to judge 
at the time of the audit. (Q. 8470.) Do you not see now, 
quite seriously, that this was, in the light of the facts, a 
serious misdescription? (A.) As I know the facts to-day, yes; 
certainly, Iagree. (Q. 8471.) And you never have described 
such a sum as this before as cash in hand? (A.) No, because 
I have never had such a case.’’ There was, therefore, a 
misdescription, but I should hesitate long before holding Mr. 
Lepine to be guilty of negligence in this respect. I need not, 
however, pursue this matter further, because, even if the 
misdescription did amount to negligence, it caused no damage 
to the company. Had Mr. Lepine in fact included the money 
under the heading ‘‘ Cash at bank and in hand and on other 
accounts ’’ he would not, in my opinion, have laid himself open 
to legitimate criticism, and the subsequent course of events 
would have been in no wise altered. . 

I now turn to the second bead under which the auditors 
are charged with negligence in the preparation of the three 


balance-sheets. The negligence alleged against them under | 


this head is, in effect, that they did not detect the operation 
carried out annually by Bevan, and euphemistically referred 
to in the proceedings before me as the operation of ‘‘ window 
dressing.” A passing reference to it has already been made 
in this judgment. It was an operation that consisted of 
a pretended purchase by Ellis & Co. of Treasury bills shortly 
before, and a pretended resale of the bills soon after the 
close of the financial year. The effect of the operation was to 
reduce to comparatively insignificant proportions the sum 
shown by the books to be due from Ellis & Co. on investment 


account at that date. ‘he bills were never delivered by 
Ellis & Co., and, indeed, were never even received by them. 
The operation was intended, amongst other things, to deceive 
the auditors as to the extent of the firm's indebtedness to the 
company, and it succeeded in doing so. The question to be 
decided is, whether Mr. Lepine was guilty of negligence in 
allowing himself to be deceived. Now the facts relating to 
these pretended purchases and sales are, so far as material, 
as follows:—On February 27th, 1919, Ellis & Co. ostensibly 
purchased on their own behalf through Messrs. Kleinworts, an 
eminent firm of brokers, £200,000 Treasury bills for £198,576. 
Messrs. Ellis & Co., of course, had no intention of parting 
with this sum of cash, so they got Messrs. Kleinworts to make 
them an advance against the bills of £198,000, carrying 
interest at 5 per cent. to March 3rd, when it bad been 
arranged that Messrs. Kleinworts should sell them. On 
February 28th accordingly Messrs. Ellis & Co. sent their 
cheque for £198,576 to Messrs. Kleinworts, who in their turn 
sent a cheque to Messrs. Ellis & Co. for £198,000. On 
March 3rd Messrs. Kleinworts sold the bills for Ellis & Co.'s 
account: for £198,600, and sent Ellis & Co. their cheque for 
this amount. On the same day Ellis & Co. repaid to Messrs. 
Kleinworts the £198,000 and interest. In the meantime 
Ellis & Co. had, by letter of February 27th, informed Mr. Lock 
that they had purchased for the company £200,000 Treasury 
bills at a cost of £198,576, and had debited that sum to the 
company in their accounts. On March 3rd they credited the 
company in the accounts with £198,600 as on a sale of such 
bills. The result of all this was that in the balance-sheet for 
the year ending February 28th, 1919, there appears among+t 
the investments of the company £200,000 Treasury bills, and 
the debt of Ellis & Co. is brought in as £51,423. In truth the 
company never had such an investment, and the debt of 
Ellis & Co. should have been increased by £198,576. 
It should be stated in fairness to Messrs. Kleinworts that 
they acted quite innocently in the matter, and did not know that 
the company was concerned in any way with the transaction. 
A similar operation was carried out in February, 1920, the 
amount of the Treasury Bills bought from Messrs. Kleinworts 
on February 26th being £390,000, the price £386,420, 
Messrs. Kleinworts’ loan £385,000, and the proceeds of the 
sale of the bills on March 5th being £386,856. In February, 
1921, the operation was repeated. Treasury Bills for 
£240,000 were bought from Messrs. Kleinworts as on 
February 25th for £237,513, Messrs. Kleinworts’ loan was 
for the same amount, and the bills were sold on March 3rd 
for £237,744. In 1920 and 1921 Messrs. Kleinworts retained 
the bills in their own possession as security for the loans to 
Ellis & Co. In 1919 they would have done so had there been 
any bills to keep. But there were not. In the year 1921 
there was in addition an alleged purchase and re-sale by 
Ellis & Co. of £200,000 National War Bonds. In point of 
fact both purchase and re-sale took place on March 4th, 
through Messrs. Hopkins, Blake & Co., a firm of brokers. 
Notwithstanding this, Bevan sent to Mr. Lock a bought note 
recording the purchase as having taken place on February 25th 
at a net cost of £195,501, and this sum was credited to 
Ellis & Co.’s investment account as on that date. 

Now, these being the facts, it is said on the part of 
the Official Receiver, first, that Mr. Lepine ought to have 
discovered the fraud that was being perpetrated by Bevan 
merely from an examination of the company’s books, and, 
secondly, that if he could not discover it in this way he ought 
to have discovered it by insisting upon an inspection of the 
bills. Now Mr. Van de Linde, who gave evidence on behalf of 
the Official Receiver upon these points, agreed, as I understand 
his evidence, that when Mr. Lepine was conducting the audits 
for the three years in question there was nothing in the books 
themselves from which Mr. Lepine ought to have discovered 


the window dressing transactions. But, asI gather that the 
Official Receiver asks me to put a different construction upon 
| Mr. Van de Linde’s evidence upon this point, I propose, instead 
| of considering that evidence in detail, to deal with the entries 
in the books themselves. The essential thing to be borne in 
mind in considering these entries is that, at the time the audit 
was taking place, the books had only been made up to the 
close of the financial year. When therefore Mr. Lepine in 
the months of April and May was conducting the audit for 
the year ending February 28th, 1921, he would see recorded in 
the investment ledger a purchase on February 25th of £240,000 
Treasury bills. But the sale of these bills on March 3rd 
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would not be so recorded, for the entry of the sale would not 
be made until after the audit was closed. There would, of 
course, also be recorded in the ledger the sale in March, 1920, 
of the £390,000 Treasury bills, and the Treasury bills account 
in the ledger would show that between then and February, 
1921, no further transactions in Treasury bills had taken 
place. There would be nothing however in this circumstance to 
make Mr. Lepine suspicious unless he happened to remember 
that he had observed something similar when he was con- 
ducting the audits of 1919 and 1920. But to suggest that he was 
guilty of negligence because in 1921 he failed to recollect what 
he had seen in 1920 is I think to lack a sense of proportion. If 
Mr. Lepine’s duty had been confined to the audit of the Treasury 
bills account I could understand the suggestion. but when 
the magnitude of his task in each year is really understood, 
the suggestion of negligence in this respect cannot be 
sustained for one moment. It is, however, pointed out that 
when conducting the audit for the year 1921 Mr. Lepine had 
before him in one and the same folio of the investment ledger 
Treasury bills account the records of the sale in March, 1919, 
the purchase in February, 1920, the sule in March, 1920, and 
the purchase in February, 1921, and that, apart from all 
question of memory, he was negligent, when conducting the 
1921 audit, in not seeing all these four entries and drawing 
from them the obvious conclusion. When looking at this 
folio—it is folio 105—merely for the purposes of this case, I 
agree that the entries, which are few, do plainly lead to the 
conclusion that window dressing was taking place. But I 
cannot see that Mr. Lepine, when looking at the folio for the 
purposes of his 1921 audit, was in any way negligent in not 
arriving at the same conclusion. In conducting the audit for 
one year he had enough to do in all conscience without 
looking again at the entries that he had examined, checked 
and ticked off in the books in the audit of the year before. 
I cannot hold tne auditors guilty of negligence because 
Mr. Lepine did not discover Bevan’s fraud in the matter of 
window dressing from his inspection of the company’s books. 
Ought he then to have discovered it by insisting on an 
inspection of the ‘Treasury bills and, in the case of the year 
1921, of the Nationai War Bonds? What he did in fact 
in each of the three years in question was to accept a 
certificate from Ellis & Co. that on February 28th or 29th, as 
the case —s they held, on account of the company, the 
Treasury bills and National War Bonds, as well as various 
other securities of the company that were or were supposed to 
be in their possession. Mr. Lepine did not insist on a 
personal inspection of these various securities. Had he done 
so he would have discovered that the bills and bonds had 
been sold soon after the date of the purchase, and the 
window dressing nature of the transaction would have been 
made clear. The question of whether he was justified in 
accepting these certificates from Ellis & Co., instead of 
inspecting the bills and bonds personally, raises the whole 
quesiion as to the duty of an auditor in relation to inspection, 
and must be considered in connection with the third head 
under which Messrs. Langton & Lepine are charged with 
negligence. The charge under that head is, in effect, that the 
auditors are responsible for the damage occasioned to the 
company, amounting to some £47,000 by reason of the 
pledging by Ellis & Co. to their customers, and the consequent 
loss of various securities of the company in the possession of 
that firm. It is said by the Official Receiver that this loss 
would not have occurred had Mr. Lepine insisted on personally 


inspecting the securities instead of accepting Ellis & Co.’s | 


certificates, and the Official Receiver makes the charge that, in 
not undertaking this personal inspection, Mr. Lepine was 
guilty of negligence. With this charge I must now deal. 
That itis the duty of a company’s auditor in general to 
satisfy himself that the securities of the company in fact 
exist and are in safe custody cannot, I think, be gainsaid. 
If authority for the proposition be required, it may be found 
in the passage from Lord Justice Lindley’s judgment in the 
London and General Bank case, which has already been 
referred to. The auditor in that case, amongst other things 
‘* saw that the bills and securities entered in books were held 
by the bank,’ and this the Lord Justice plainly treated as 
being part of an auditor’s ‘‘ legal standard of duty,” though 
he did not of course mean that in all cases the bills and 
securities should be lodged with the bank. He meant 
‘* with the bank or in other proper custody.’’ Nor is it 
at all clear whether the Lord Justice meant that in all 


cases the securities should be personally inspected by the 
auditor. For an auditor may ‘‘see’’ that the bank holds the 
securities in the sense that he satisfies himself of the fact. 
In the case of a responsible and reputable bank this, 
according to the evidence of Mr. Van de Linde, would seem 
to be the custom of auditors. But I think that it is a pity 
that there should be any such custom. It would be an 
invidious task for an auditor to decide as to any particular 
bank whether its certificate should be acc pted in lieu of 
personal inspection. The custom, too, at once raises the 
question, much debated in the course of the evidence before 
me, whether the courtesy of accepting a certificate should be 
extended to an insurance company or a safe deposit company. 
Indeed, if once it be admitted that, in lieu of inspecting the 
securities personally, the auditor may rely upon the certilicate 
of the person in whose custody the securities have properly 
been placed, the auditor would be justified in accepting the 
certificate of any official of the company who happened to 
be in charge of the safe in which the securities are placed, 
supposing such official to be a reputable and responsible 
person. At some time or other it will, I think, have to be 
considered seriously whether it is not the duty of an auditor 
to make a personal inspection, in all cases where it is 
practicable for him to do so, whatever may be the standing 
and character of the person or company in whose possession 
the securities happen to be. I do not, however, propose to 
investigate this question further upon the present occasion. 
For an auditor is not in my judgment ever justified in 
omitting to make personal inspection of securities that are 
in the custody of a person or company with whom it is not 
proper that they should be left. Whenever such personal 
inspection is practicable, and whenever an auditor discovers 
that securities of the company are not in proper custody, it 
is his duty to require that the matter be put right at once, 
or, if his requirement be not complied with, to report the 
fact to the shareholders, and this whether he can or cannot 
make a personal inspection. The securities, retained in the 
hands of Ellis & Co. for periods long beyond the few hours 
in which securities must necessarily be from time to time 
in the possession of the company’s stockbrokers, were not in 
proper custody. That Ellis & Co. were at all material times 
regarded, and reasonably regarded, by Mr. Lepine as a firm of 
the highest integrity and financial standing is not to the 
point. A company’s brokers are not the proper people to 
have the custody of its securities, however respectable and 
responsible those brokers may be. There are of course 
occasions when, for short periods, securities must of necessity 
be left with the brokers, but the moment the necessity ceases 
the securities should be lodged in the company’s strong room 
or with its bank, or placed in other proper and usual safe- 
keeping. In my judgment, not only did Mr. Lepine commit a 
breach of his duty in accepting, as he did from time to time, 
the certificate of Ellis & Co. that they held large blocks of 
the company’s securities, but he also committed a breach 
of his duty in not either insisting upon those securities 
being put in proper custody or in reporting the matter to the 
shareholders. This was negligence, and but for Article 150,* 
it would be my duty so to declare and to order Messrs. 
Langton & Lepine to make compensation for all the damages 
that such negligence caused to the company, directing an 
inquiry to ascertain what those damages were. For it is 
settled by authorities that are binding upon me that an 
auditor is an officer of the company within the meaning of 


* Article 150 of the Articles of Association is in these terms :— 


* The directors, auditors, secretary and other officers for the time being 
of the company, and the trustees (if any) for the time being acting in 
relation to any of the affairs of the company, and every of them, and every 
of their heirs, executors, and administrators, shall be indemnified and 
secured harmless out of the assets and profits of the company from and 
against all actions, costs, charges, losses, damages and expenses which they 
or any of them, their or any of their heirs, executors, or administrators shall 
or may incur or sustain by or by reason of any act done, concurred in or 
omitted in or about the execution of their duty, or supposed duty, in their 
respective offices or trusts, except such (if any) as they shall incur or sustain 
by or through their wilfui neglect or default respectively, and none of them 
shall be answerable for the acts, receipts, neglects or defaults of the other or 
others of them, or for joining in any receipts for the sake of conformity, 
or for any bankers or other persons with whom any moneys or effects 
belonging to the company shall or may be lodged or deposited for safe 
custody, or for insufficiency or deficiency of any security upon which any 
moneys or of belonging to the company shall be placed out or invested, or 
for any other loss, misfortune or damage which may happen in the execution 
of their respective offices or trusts, or in relation thereto, unless the same 
shall happen by or through their own wilful neglect or default respectively.” 
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sect. 215 of the Companies (Consolidation) Act, 1908, though 
Mr. Stuart Bevan, while admitting that it was not open 
to him to argue the contrary in this Court, reserved to his 
clients the right to contest the point in a superior one. 
But Article 150 in express terms includes the auditors of the 
company in the protection that it gives, and it must be taken 
to be one of the terms upon which the auditors were employed 
and gave their services. They are therefore protected, unless 
the negligence of Mr. Lepine in the matter was wilful. This 
it certainly was not, unless I am mistaken as to the true 
meaning of the phrase ‘‘ wilful negligence.’’ I have heard 
Mr. Lepine’s evidence in the witness box, and I have inspected 
many of the numerous documents prepared by him for the 
purposes of the audits that he conducted. I am convinced 
that throughout the audits that he conducted he honestly and 
carefully discharged what he conceived to be the whole of his 
duty to the company. If in certain matters he fell short of 
his real duty, it was because, in all good faith, he held a 
mistaken belief as to what that duty was. As against him 
and his partner, the application of the Official Receiver must 
accordingly be dismissed. 

It only remains to deal with the costs of this application. 
As against the respondent Bevan, the Official Receiver is entitled 
to an order for payment of his costs, except in so far as they 
have been increased by reason of the joinder of the claims 
against the other respondents. As regards the costs of the 
other respondents I order the Official Receiver to pay them out 
of the assets, and also to retain out of the assets his own costs, 
so far as he does not recover them from Bevan. I am aware 
that there have been cases in which the Court, while unable to 
fix a director with liability for breach of duty, has, nevertheless, 
left him to pay his own costs as a penalty for conduct in his 
capacity of director of which the Court did not approve. In 
the present case both the auditors and the respondent directors 
failed in some matters to perform their strict duty, and but for 
the provisions of Article 150, I should have had, in respect of 
those matters, to grant some relief to the Official Receiver. But 
it would not, in my opinion, be right on this ground to refuse 
to give them their costs. If I were to do so in such a case as 
the present, I should in effect be depriving them to a material 
extent of the protection which that article affords, and for 
which they must be deemed to have stipulated as a condition 
of the service that they undertook to render. 


Mr: Topnam: My Lord, in case the Official Receiver should 
go further, will your Lordship say that the costs, if paid, 
should be paid on the usual undertaking ? 


Mr. Justice Romer: Yes, I knowthere isa usual undertaking. 


Mr. Topuam: A personal undertaking by the solicitors to 
refund in case of success. 


Mr. Mavenam: I thought the Court never made that order. 
It is an undertaking very commonly given by solicitors. I do 
not suppose that my client will have the smallest objection 
to giving it. 

Mr. Justice Romer: You had better communicate with the 
solicitors for the various respondents, and see if they are 
willing to give that undertaking. If they will not I very much 
doubt whether I have any power to compel them to do so. 


Mr. Topnam: Perhaps I might apply to your Lordship again 


At the annual meeting of the Association of British 
Chambers of Commerce. held on May 2lst and 22nd, 
Mr. Stanley Machin, J.P. (London), was elected President in 
succession to Sir Arthur Balfour, K.B.E. (Sheffield), and 
Sir William Clare Lees, J.P. (Manchester), was appointed 
Deputy President. Lord Southwark, Mr. G. A. Mitchell 
(Glasgow) and Mr. G. C. Vyle (Birmingham) were appointed 
Vice-Presidents; Mr. H. H. Spencer, M.P. (Bradford), and 
Mr. Walter Raine, M.P. (Sunderland), Hon. Secretaries; 
Sir James Martin, J.P., Hon. Treasurer; and Mr. C. 
Hewetson Nelson, J.P., Incorporated Accountant (Liverpool). 
and Mr. H. Lakin-Smith, Chartered Accountant (Birmingham), 
Hon. Auditors. 


Society of Incorporated Accountants and 
Auditors. 


COUNCIL MEETING. 

A meeting of the Council was held in the Council 
Chamber, 50, Gresham Street, London, E.C., on Tuesday, 
May 13th, when there were present :—Mr. G. S. Pitt (London), 
President, in the chair; Mr. J. W. Blackham (Birmingham), 
Mr. E. W. E. Blandford (London), Mr. D. E. Campbell 
(Wolverhampton), Mr. W. Claridge, M.A. (Bradford), 
Mr. Arthur Collins (London), Mr. J. M. Fells, C.B.E. 
(London), Mr. Arthur E. Green (London), Lieut.-Colonel 
James Grimwood, C.B., D.S.0. (London), Sir James Martin 
(London), Mr. C. Hewetson Nelson (Liverpool), Mr. James 
Paterson (Greenock), Mr. A. E. Piggott (Manchester), 
Mr. Richard Smith (Newcastle-on-Tyne), Mr. Alan Standing 
(Liverpool), Mr. Percy Toothill (Sheffield), Mr. A. H. Walkey 
(Dublin), Mr. W. T. Walton (West Hartlepool), Mr. F. Ogden 
Whiteley, O.B.E. (Bradford), Mr. E. Whittaker (Southampton), 
Mr. W. McIntosh Whyte (London), Sir Charles H. Wilson, 
M.P., LL.D. (Leeds), Mr. A. E. Woodington (London), and 
Mr. A. A. Garrett, B.Sc., Secretary. 

Apologies for non-attendance were received from Major 
G. A. Evans (Cardiff), Vice-President; Mr. Henry Morgan 
(London), Mr. G. E. Pike (London), and Mr. F. Walmsley 
(Manchester). 


The minutes of the Committees -were confirmed. 


At the commencement of the proceedings, the President 
welcomed Mr. Arthur Collins and Mr. Perey Toothill, who 
had recently been elected members of the Council. 


RE-ELECTION OF PRESIDENT AND VICE-PRESIDENT. 

On the motion of Sir Charles H. Wilson, seconded by 
Mr. Arthur E. Green, it was unanimously resolved that 
Mr. George Stanhope Pitt be re-elected the President for the 
ensuing year. The President thanked the Council for 
his re-election. 


On the motion of the President, seconded by Mr. C. Hewetson 
Nelson, it was also resolved unanimously that Major Gwilym 
Arnold Evans (Cardiff and London) be re-elected Vice-President 
for the ensuing year. 


CommIrTEEs. 
The following Committees were appointed, the President and 
Vice-President being ex officio members of all Committees :— 


Disciplinary Committee.—Mr. W. Claridge, Mr. A. E. Green, 
Sir James Martin, Mr. C. Hewetson Nelson, Mr. F. Walmsley, 
Mr. E. Whittaker, Sir Charles H. Wilson, Mr. A. E.Woodington. 


Finance Committee.—Mr. E. W. E. Blandford, Mr. A. E. 
Green, Mr. Henry Morgan, Mr. C. Hewetson Nelson, Mr. F. 
Walmsley, Mr. W. McIntosh Whyte, Sir Charles H. Wilson, 
Mr. A. E. Woodington. 


Examination and Membership Committee.—Mr. E. W. E. 
Blandford, Mr. W. Claridge, Mr. A. Collins. Mr. J. M. Fells, 
Mr. A. E. Green, Lieut.-Colonel J. Grimwood, Mr. H. 
Morgan, Mr. C. Hewetson Nelson, Mr. G. E. Pike, Mr. F. Ogden 
Whiteley, Mr. W. McIntosh Whyte, Mr. A. E. Woodington. 


Parliamentary Committee.—Mr. E. W. E. Blandford, Mr. W. 
Claridge, Mr. J. M. Fells, Lieut.-Colonel J. Grimwood, 
Mr. Thomas Keens, Mr. C. Hewetson Nelson, Mr. F. 
Walmsley, Mr. E. Whittaker, Sir Charles H. Wilson. 


Articles and Bye-laws Committee.— Lieut.-Colonel J. 
Grimwood, Mr. Henry Morgan, Mr. G. E. Pike, Mr. Alan 
Standing, Mr. F. Ogden Whiteley, Mr. E. Whittaker, 
Mr. A. E. Woodington. 


District Societies Committee.—Mr. W. Claridge, Sir James 
Martin, Mr. C. Hewetson Nelson, Sir Charles H. Wilson, 
Mr. A. E. Woodington. 


Examiners.— Mr. W. R. B. Briscoe, C.B.E., M.A., 
Mr. Clement C. Gatley, M.A., B.C.L., LL.D., Sir Josiah 
Stamp, K.B.E., D.Se., Mr. William Claridge, M.A., 
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Mr. Charles Hewetson Nelson, Mr. William Norman Bubb, 
Mr. J. M. Fells, C.B.E., Mr. E. T’. Allen, M.A., Mr. J. Rissik 
Marshall, B.A., LL.B., Mr. T. C. Tobias, B.A., B.L. 


Honorary MEMBERSHIP. 

The Council unanimously elected as Honorary Members 
of the ‘Society: Sir Malcolm Graham Ramsay, K.C.B., 
Comptroller and Auditor-General, Exchequer and Audit 
Department, and Sir Josiah Charles Stamp, K.B.E., D.Sc., 
Examiner to the Society in Economics and Statistics. 


DeaTHs. . 

TheSecretary reported the deaths of the following members :— 
Mr. Seth Boothman (Fellow), Rochdale; Mr. William Coldicott 
(Associate), London; Mr. John Forrest (Fellow), London; 
Mr. Charles Larking (Fellow), Norwich; Mr. Hugh Ritchie 
(Fellow), Greenock; Mr. John Leather Stelfox (Fellow), 
Manchester; Mr. Burgoyne Kirkham (Associate), Blackpool. 


InsuraNcE CoMPANIES AND AccounTaNcy Busrness. 
The attention of the Council was drawn to alleged activities 
on the part of certain insurance companies in offering to 
undertake work which usually fell to members of the profession. 


Mopern Business Instrrure, Liwirep. 

The Council accepted from Mr. Henry Hulatt a gift to 
the Society’s library, consisting of a set of books published 
by this Institute, and the Secretary was instructed to convey 
to the donors the best thanks of the Society. 


Society of Incorporated Accountants and 
Auditors. 


MEMBERSHIP. 


The following additions to, and promotions in, the Membership 
of the Society have been completed since our last issue :-— 


ASSOCIATES TO FELLOWS. 

ANDERSON, FREDERICK Epwarp (F.E. Anderson, Denning & Co.), 
20, Bedford Row, London, W.C., Practising Accountant. 

Horst, Joun Wri11am (Stephenson, Smart & Co.), 35, Silver 
Street, Lincoln, Practising Accountant. 

Stn, Roperr, 10, Richmond Terrace, Blackburn, Practising 
Accountant. . 

Treepy, CHartes Forster (Ford, Rhodes, Thornton & Co.), 
Mercantile Bank Buildings, Madras, India, Practising 
Accountant. 

Watton, Mites NicuTinca.e, Borough Accountant, Municipal 
Offices, Pontefract, Yorks. 


ASSOCIATES. 
Bory, Haroup, Clerk to R. B. Walker, 1, Richmond Terrace, 
Blackburn. | 
Cunnineuam, Harry, Clerk to Beecroft & Stephenson, 8, East 
Parade, Leeds. 
Dumpett, Grorge Epwarp, Allerton Road, Mossley Hill, 
Liverpool, Practising Accountant. 


Littywaitr, Hersert Ropert Cuarues, A.C.A., Bank 
Chambers, 329, High Holborn, London, W.C., Practising 
Accountant. 

Mapon, Aparst Sorapst, B.A. (G. 8. Madon & Co.), 31-33, 
Hummum Street, Fort, Bombay, Practising Accountant. 

Monynevx, Ernest Lestiz (J. Wallace Williams & Co.), 
5, St. Andrew’s Crescent, Cardiff, Practising Accountant. 

Norrauy, Witi1am Vernon, Clerk to R. W. Wood, St. Mary’s 
Chambers, Fleet Street, Bury. 

Sxetton, Grorce Frepenick, Clerk to Herbert Godkin & Co., 
J 9 & 10, De Montfort Chambers, Horsefair Street, 


Che Society of Incorporated 
Accountants and Anditors. 


30th ANNUAL GENERAL MEETING. 


Tue 39th Annual General Meeting of the Society was held 
at Cordwainers Hall, Cannon Street, London, E.C., on 
Tuesday, May 13th, 1924. 


Mr. Georcz Srannore Prrr (President of the Society) 
occupied the chair, and was supported by the following 
members :—Sir Charles H. Wilson, LL.D., M.P. (Leeds), 
Mr. A. E. Green (London), Mr. C. Hewetson Nelson 
(Liverpool), Mr. A. E. Woodington (London), Mr. William 
Claridge, M.A. (Bradford), Sir James Martin (London), Past 
Presidents; Mr. Joseph W. Blackham (Birmingham), Mr. 
E. W. E. Blandford (London), Mr. D. E. Campbell 
(Wolverhampton), Mr. J. M. Fells, C.B.E. (London), Lieut.- 
Colonel James Grimwood, C.B., D.S.O. (London), Mr. 
Thomas Keens, M.P. (Luton), Mr. James Paterson (Greenock), 
Mr. Arthur E. Piggott (Manchester), Mr. Richard Smith 
(Newcastle-on-Tyne), Mr. Alan Standing (Liverpool), Mr. 
A. H. Walkey (Dublin), Mr. W. T. Walton (West Hartlepool), 
Mr. F. Ogden Whiteley, O.B.E. (Bradford), Mr. E. W. C. 
Whittaker (Southampton), Mr. W. McIntosh Whyte (London), 
Mr. F. J. Alban (Cardiff), Mr. W. H. Ashmole (Swansea) 
Mr. Robert Ashworth (London), Mr. J. H. Bailey (London), 
Mr. James Baird (Belfast), Mr. H. W. Batty (London), 
Mr. J. W. Batley (London), Mr. C. Benn (London), Mr. 
Norman Booth (Belfast), Mr. H. E. Booty (London), Mr. 
E. G. Bourne (London), Mr. Reginald Bourne (London), 
Mr. E. B. Brown (London), Mr. J. Stirling Brown (Glasgow), 
Mr. Henry J. Burgess (London), Mr. W. A. J. Bussey 
(London), Mr. F. W. Buzzacott (London), Mr. Richard Caws 
(London), Mr. A. Chadwick (Bury), Mr. T. J. Chalkey 
(London), Mr. L. Hamilton Chapman (London), Mr. Arthur E. 
Chick (London), Mr. A. F. Chick (London), Mr. Charles G. 
Clark (London), Mr. H. W. Clark (London), Mr. F. E. 
Clements era Mr. W. W. A. Couzens (London), Mr. 
C. J. H. Cowdy (London), Mr. J. H. Croydon (London), 
Mr. T. W. Dresser (Leeds), Mr. H. J. Eldridge (London), 
Mr. E. Cassleton Elliott (London), Mr. P. -Farnworth 
(London), Mr. P. E. Farr (London), Mr. C. Field (London), 
Mr. G. Florence (London), Mr. C. F. Gregg (London), 
Mr. J. H. Grove (London), Mr. A. Hannah (Liverpool), 
Mr. B. de V. Hardcastle (London), Mr. F. M. Hawnt 
(Birmingham), Mr. D. V. Hayden (Norwich), Mr. C. B. 
Henning (London), Mr. F. E. Heryet (London), Mr. C. B. 
Hewitt (London), Mr. W. E. Holland (London), Miss M. M. 
Homersham, M.A. (London), Mr. A. V. Huson (London), Mr. 
W. 8. Hutchison (London), Mr. T. Hambury Jones (London), 
Mr. T. L. Judd (London), Mr. H. Kingston (London), Mr. 
A. J. Knowlden (London), Mr. H. Langley (London), 
Mr. H. G. Large (London), Mr. H. D. Lawley (London), 
Mr. J. W. Lussignea (London), Mr. M. J. Mackay (London), 
Mr. L. G. Mansfield (London), Mr. G. E. Martin (London), 
Mr. F. M. Mather (London), Mr. W. O. Mayhew (London), 
Mr. E. McLellan (London), Mr. H. A. Merchant (London), 
Mr. T. Frame Miller (London), Mr. Howard B. Morris 
(Portsmouth), Mr. 8. Grave Morris (London), Mr. W. Morris 
(London), Mr. M. Moustardier (London), Mr. H. A. Merchant 
trondont’ Mr. A. Nettleton (London), Mr. L. M. Oakes 
(London), Mr. George Palmer (London), Mr. F. Paul 
(London), Mr. W. H. Payne (London), Mr. W. Paynter 
(London), Mr. J. Waldie Peirson (Johannesburg), Mr. W. 
Picton Jones (Swansea), Mr. T. H. Platts (Birmingham), 
Mr. J. A. Plumpton (London), Mr. W. E. Plumpton 
(London), Mr. John Potter (Blackpool), Mr. G. L. 
Pratt (London), Mr. W. Price (London), Mr. H. 8. 
Reeve (London), Mr. H. Reynolds (Bradford), Mr. E. A. 
Robinson (London), Mr. L. C. F. Robson (London), Mr. 
E. C. Saphin (London), Mr. T. M. Scott (London), Mr. S. W. 
Simpson (London), Mr. A. E. Sisling (Nottingham), Miss 
M. Harris Smith (London), Mr. E. Luff Smith (London), 
Mr. T. Holt Soul (London), Mr. A. H. Stevens (London), 
Mr. Owen Stallwood (London), Mr. G. E. Stringer (London), 
Mr. J. Telfer (Newcastle-on-Tyne), Mr. Perey Toothill 
(Sheffield), Mr. Percy H. Walker (Cardiff), Mr. R. T. Warwick 
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(West Hartlepool), Mr. F. A. Webber (Bristol), Mr. A. E. 
Webster (London), Mr. Richard A. Witty (London), Mr. F. 
Woolley (Southampton), Mr. Harold C. Wright (London). 

The Presipent, in opening the proceedings, called upon 
the Secretary to read the notice convening the meeting. 

The Secretary (Mr. Alexander A. Garrett) read the notice. 

The Presipent then asked for the minutes of the 
38th annual general meeting to be read. 

The Secretary read the minutes, and they were duly 
passed and signed. 

The PresmpENT inquired if the meeting would take the 
report of the Council and the accounts for the year 1923, 
ponte had been printed and circulated amongst the members, 
as read. : 

This was agreed to. 

The Presipent requested the Secretary to read the report of 
the auditors on the Society’s accounts. 

The Secretary read the report of Mr. Wm. Henry Payne 
and Mr. Robert Heatley, the auditors. 

The Presmwent then delivered his Presidential Address as 


follows :— 
President’s Address. 

I have much pleasure in moving the adoption of the 
39th annual report and accounts of the Society for the year 
ended December 31st, 1923. 

1 am sure that all the members will share my regret at the 
absence through illness of my Vice-President, Major Gwilym 
Arnold Evans, of Cardiff. 

This is the first time I have had an opportunity of 
occupying the chair at an annual general meeting, although I 
had the pleasure of addressing you as your President at the 
last Autumnal Conference in Caidiff. In that address I dealt 
with current matters of interest to the profession, and I will 
endeavour to-day to bring up to date those and other similar 
affairs, as well as to review the internal development of the 
Society itself. You will note from the report that there is a 
continued and steady increase in the membership, and as 
many as 339 new members were elected last year; 
44 Associates were elected to Fellowship, and in this 
connection I should like to draw the attention of Associates 
in practice to the desirability and duty of applying for election 
to the senior rank. In this way the Council hope to maintain 
the proportion of Fellows to Associates, which is affected by 
the large number of new Associates and also by death and 
resignation among our senior members. At the close of the 
year there were 3,876 members on the roll, showing a net 
increase over last year of 279, and at the present moment the 
figure for membership is over 4,000. 

I regret to say that the obituary list contains the names of 
eighteen Fellows and sixteen Associates, among whom was 
Mr. Hugh Brown Brandon, for some time President of the 
Irish Branch and a member of the Council since 1920. The 
Council deplore the loss of an esteemed and valued colleague. 
The Victorian Committee have advised the Council of the 
death of Mr. Percy Whitton. I.8.0., who occupied the position 
of Comptroller General of Customs of the Commonwealth of 
Australia and who had taken a considerable interest in the 


Society's work for a long period. 


I am glad that we have with us to-day Sir Charles Wilson 
and Mr. Thomas Keens, members of the Council, and I should 
like to offer them the congratulations of the Society upon their 
election as members of the House of Commons for Central 
Leeds and Aylesbury respectively. I believe there was never 
a time when professional accountants could render more 
useful public service in Parliament. I have likewise to offer 
our congratulations to Sir Josiah Stamp, one of the Society's 
examiners, on his important work as a member of the Experts 
Committee on reparations. His labours in that and so many 
other directions in the country's interest are a testimony to 
the valuable and expert knowledge which he is able to place 
at the service of the community. 

It is of interest to record that Sir James Martin has been 
appointed a member of the Treasury Committee to consider 
what improvements, if any, can be made in the accounting 
methods of Government departments. Sir James has also 
added to his services to the public by presiding over a 
committee of the Association of British Chambers of Commerce 
to consider whether the losses sustained by the trading 
community in connection with bankruptcy and other 


insolvency are swollen by fraudulent, hazardous and 
speculative trading. The committee reported in the affirmative 
and brought their report (subsequently embodied in a Bill) 
before the Board of Trade. I am pleased to state that the 
President of the Board of Trade has announced his intention 
of appointing a departmental committee to go into the whole 
matter. 
_ Exammnations. 

The number of candidates at the Preliminary, Intermediate 
and Final Examinations was 1,500, of whom 918 passed and 
582 failed to satisfy the examiners. This represents an 
increase over the number of candidates who sat last year, but 
there is an appreciable increase in the number of those 
who failed. 

The policy of the Examination Committee is to maintain 
the stand of admission to the Society and this policy, 
which I know receives your support, is reflected in the 
examination results. The Society’s Gold Medal has been 
awarded to Mr. Jack Farrance Chadwick, clerk to Messrs. 
Holmes & Son, of Bristol, and the Silver Medal to Mr. George 
Leonard Pratt, clerk to Messrs. F. Sharman & Co., London. 
The principal Honours candidates of the year have been well 
distributed throughout the kingdom, although a considerable 
proportion belong to London. 


FINance. 

The members will observe with satisfaction that there is a 
further accretion to the Society’s accumulated funds during 
the past year, which now stand at £16,734 9s. 6d. The 
income derived from investments approaches £600, and the 
other items of revenue are satisfactory. In a later part of m 
address I desire to refer to a matter intimately connected wi 
finance, and therefore I will not detain you further on this 
matter for the moment. The accounts of the Incorporated 
Accountants’ Journal again disclose a satisfactory position, 
there having been an increase in revenue from subscriptions 
as well as advertisements. This, as you are probably aware, 
is the Society’s own publication, and is a valuable professional 
organ. 

AvuTuMNAL CONFERENCE. 

As you know, we held last autumn a Conference at Cardiff, 
which was highly successful. Our thanks are due to the 
Lord Mayor, Alderman J..J. E. Biggs, and the Lady Mayoress 
for their entertainment, and to the Lord Mayor and 
Corporation, who were good enough to place at the Society's 
disposal the City Hall, both for the business proceedings and 
the Society’s banquet. We are also indebted to the President, 
Mr. John Allcock, to the Secretary, Mr. Perey H. Walker, and 
the Committee of South Wales and Monmouthshire members 
for the general arrangements. 

An invitation has been received from the Yorkshire members 
to hold a Conference next autumn in Leeds and Bradford, 
which the Council have accepted on your behalf. The District 
Committees are making arrangements for the reception,of 
members, and the Council are pleased to have the opportunity 
of associating themselves with the activities of the members 
in Yorkshire. It is many years since the last Conference was 
held in Leeds, and we look forward to what in my opinion 
will be an important gathering. 

Socrery’s HrapQuaRTERs. 

During the past year the Council have given consideration 
to prospective arrangements for the Society’s headquarters, 
having regare to the fact that the lease of the present offices 
expires in 1929. A special committee of the Council were 
appointed to consider the question, and submitted a report 
recommending that steps be taken to acquire in due course 
suitable premises for the Society’s accommodation. This 
report embodied suggestions for strengthening the financial 
position of the Society with this object in view. At the 
conclusion of this meeting you will be asked, at an 
extraordinary general meeting, to sanction alterations in the 
Society’s Articles to give effect to an increase in the present 
scale of entrance fees and annual subscriptions. As this is 
an important question of policy, I am dealing with it in my 
Presidential Address, but to facilitate our business I should be 
glad if the consideration of any details may be deferred until 
the extraordinary general meeting. This scheme is one 
which both as President and personally I confidently commend 
to your consideration. I reflect that the Society will shortly 
be entering upon the 40th year of its history, and the time 
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has come when the position the Society has attained after 
40 years work should find adequate expression in proper 
headquarters. The Council have determined that as a 
principle the accumulated surplus at the end of 1922, namely, 
£15,574 shall remain intact, and that no portion of that sum 
shall be devoted to the special purpose in view. I would 
remind you that the present scale of subscriptions has been in 
force since the year 1908, and that the necessary increase in 
the Society’s expenses due to wider activities and to the 
general rise in costs has been met without any further call on 
the members. Moreover, when it is considered that the 
subscriptions of members are very much less than those we 
are accustomed to pay to our social clubs, or even to our golf 
clubs, I trust you will agree with me that the Society has 
always erred on the side of extreme moderation in its scale of 
subscriptions, and that the increases recommended by your 
Council are more than justified. It is not possible to estimate 
accurately the total accumulated surplus which will accrue in 
five years time, havin d to the fluctuations in 
membership, but I think it likely that with the additional 
revenue sought there should be an amount of some £25,000 
to £30,000 available for building purposes. This sum will 
form the necessary financial basis, but undoubtedly a large 
sum over this amount will be required. While the Council 
have not committed themselves to any particular method, 
they do not see any difficulty in raising a further amount by 
the issue of bonds to the members of our Society, coupled 
with a mortgage on the building if it should be found 
necessary. It must be remembered that the benefit of this 
building will accrue to future members for many years, and 
the charges for interest and sinking fund should properly be 
borne by all. The increase in membership and of the 
Society’s work are such that we are rapidly outgrowing the 
present accommodation at Gresham Street. At the present 
time we are accorded much hospitality in all directions, and 
I look forward to the time when we may be able to entertain 
our guests in the Society’s own hall in a manner consistent 
with the best traditions of the City of London. Finally, I am 
convinced that the position of the Society urgently demands 
that it should be housed in a dignified and appropriate 
manner, comparable with the accommodation enjoyed by 
other learned societies and City companies. From a purely 
business point of view I would mention that the purchase of 
sites in the City of London during the last 100 years by 
companies and other permanent institutions has been fully 
justified, as in most cases the values have greatly appreciated. 
Apart altogether from the financial side of this question I 
cannot conceive of any means which could more adequately 
express the progressive spirit of the Society, or any movement 
within the Society itself which should be more cordially 
a by all Incorporated Accountants whether at home 
or abroad. , 


Overseas Matters AFFECTING THE PROFESSION. 

The Council have given consideration to important matters 
affecting the profession in the British Dominions. A petition 
was presented to the Privy Council by the Australasian 
Corporation of Public Accountants for the grant of a Koyal 
Charter. Some twelve years ago the Society found it 
necessary to oppose a similar petition, but negotiations in 
regard to the recent petition and to the terms of the draft 
Charter took place with the representatives of the Australasian 
Corporation, and the Council desire to record their appreciation 
of the undertaking given by the promoters, which in their 
judgment will give reasonable protection to the interests of 
our members in the Commonwealth of Australia. 

A private Bill was introduced during the last session into 
the Parliament of the Union of South Africa to provide for 
the establishment and incorporation of the South African 
Society of Accountants, and further to provide for the 
constitution, rights, powers, privileges and duties of that 
Society and the members thereof. Upon the expiration of 
twelve months after the passing of the Bill no person will be 
entitled to be registered as an accountant who is not resident 
in the Union and is able to produce certificates that he has 

the prescribed examinations of the new society. 
Provision is made for the registration of persons who may be 
members of any foreign society or institute of accountants, 
membership of which may be declared to be sufficient by the 
Governor-General of the Union. The Council have been in 
constant communication with the respective committees in 


South Africa. I understand the Bill has now passed the 
Select Committee of the Union Parliament. I hesitate 
dealing with a matter which entirely rests with the Union 
Parliament of South Africa, but I understand that an 
amendment has been embodied in the Bill for members of the 
new society to style themselves ‘‘ Chartered Accountant 
(South Africa). While this proposal does not affect the 
immediate interests of the Society, I am bound to state that 
the Council view with misgiving the appropriation by newly 
constituted organisations of accountants of professional 
designations, the value of which rests upon the standing and 
authority of the bodies which have made these descriptions 
to be indications of a high standard of professional education 
and conduct. Owing to the dissolution of the South African 
Parliament I cannot make any further statement on this 
matter as the Bill has not yet become law, but the Council is 
informed that the position of the Society’s members will 
be protected. 

Proposals have also been laid before the Council with 
regard to the profession in the Irish Free State and in 
Northern Ireland, which are receiving consideration. 

I regret to state that a Bill has been introduced into the 
Legislature of the State of New York for the regulation of the 
accountancy profession which is of a restrictive character, 
and I am somewhat apprehensive as to the position of 
British accountants who have professional business in that 
State. The Society is indebted to Mr. J. A. Corben for 
keeping the Council advised of any movement affecting the 
accountancy profession in the United States of America. 


REGISTRATION FOR THE ACCOUNTANCY PROFESSION. 

I cannot let this opportunity go by without reiterating and 
re-enforcing the views I expressed at the Cardiff Conference 
upon the question of registration for the profession, which the 
Society has consistently advocated throughout its history. 
Personally I share without reservation the view of the majority 
of members that professional registration is a necessity to 
the profession and to the public. It is disappointing that 
although the profession and the Society have continuously 
progressed in every direction this question still remains 
indeterminate. For myself, I am not concerned with the 
immediate future, but there can be no question that the longer 
this matter is left in the region of the unaccomplished, the 
more difficult it will be for our successors to deal with it. 
I feel that Incorporated Accountants should take a liberal 
outlook on the whole position, because in my view any 
acceptable legislation could prejudice neither the position 
which they have obtained in public estimation nor their own 
professional status. But I am concerned for the future of 
the profession to see that all those who may practise shall 
have proper and adequate training prescribed and regulated 
within the ambit of a statute. 

Under the heading of ‘‘Overseas Matters affecting the 
Profession” I have given you a short account of some of 
the efforts being made throughout the Empire to deal with the 
status of the profession. You are aware that our Society 
has always kept its doors open to all applicants with adequate 
training and of proper qualifications. We have advocated the 
outstanding advantage of five years’ training under articles, 
and our Bye-laws stipulate that in the ordinary course service 
under articles shal] be a condition precedent to examination ; 
but there are also important special provisions to meet the 
cases of those candidates who have not had the means and 
opportunity of serving articles, who may be admitted to the 
examinations upon completion of upwards of nine years’ 
service as accountants’ clerks. Notwithstanding our liberal 
terms of admission a number of other societies have 
sprung up, with the result that the public are apt to be 
confused as to the position of the profession in relation 
to the responsible and technical tasks performed by 
professional accountants. This I contend is against the 
public interest. To the large firms, and men in established 
practice, legislation for the profession can bring but little 
advantage, for practice depends so much upon personality, 
and clients entrust us with work from their experience and 
knowledge of our capacity. To the younger members of the 
profession, however, I believe that great benefits would accrue 
by the adoption of common terms of admission and uniform 
standards of conduct and practice which registration implies, 
although probably it would take some time for the full 


advantages of registration to manifest themselves. I feel sure 
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that registration for the profession is inevitable. However 
advantageous it may be from a professional point of view, its 
justification lies on grounds of public policy, as a Registration 
Act would afford the public protection they do not at present 
possess, and to which in our judgment they are entitled. 
The force and weight of this contention has been recognised 
by Parliament in regard to other professions—the law, 
medicine and more recently in regard to the dental profession. 
I understand there is every prospect of architects obtaining a 
measure of statutory recognition as the two leading societies of 
architects are in course of negotiation for the amalgamation 
of their professional interests with this object in view. 
I still hope sincerely that it may be found possible to proceed, 
with the bodies of Chartered Accountants in England and 
Scotland, in some far-sighted scheme of registration, designed 
primarily in the interests of the public, for like other important 
undertakings our profession cannot remain inert—it must 
progress or it will recede. And speaking for our Society, its 
policy bas ever been in the direction of progress, not actuated 
by selfish motives or private interest, but for the purpose of 
creating and developing a great profession maintained on 
the highest professional lines and with due regard for the 
interests of the public whom we serve. 


Income Tax Forms Committee. 

An interesting and useful piece of work has been carried 
out by this Committee under the chairmanship of the 
Hon. Mr. Justice Rowlatt, and the report of the Committee 
was published about two months ago. At the invitation 
of the Committee, evidence was submitted on behalf 
of the Council by Mr. Arthur E. Green, Past President, 
Mr. William Strachan, F.S.A.A., and the Secretary. It will 
interest the members of the Society to know that in the course 
of their report the Committee specifically referred to the 
evidence submitted on behalf of the Counci!. The Committee 
stated ‘‘the most important consolidation advccated before 
them was the amalgamation of Forms 11 and 12 (Schedules 
D and E respectively). This was put forward in the 
memorandum submitted by the Society of Incorporated 
Accountants.” 


Krxprep Bopres anp Disrrict Socrettes. 

During tie past year the profession sustained a great loss 
by the death of Sir Edward Moore, Bart., President of the 
Institute of Chartered Accountants and formerly Lord Mayor 
of London. A message of sympathy was forwarded to the 
Council of the Institute on your behalf. Sir Edward fulfilled 
with conspicuous ability and charm the onerous duties which 
fall to the Chief Magistrate of the City of London and to the 
President of the Institute. 

Iam happy to say that the relations of your Council with 
the respective bodies of Chartered Accountants leave nothing 
to be desired, and we receive from them every courtesy and 
consideration. We find ourselves in agreement with them in 
all matters of professional practice, and Chartered and 
Incorporated Accountants, when they meet in professional 
work, invariably adopt similar high standards of conduct. 

In the spring of last year I had the pleasure with your 
secretary of being entertained by the Chartered Accountants 
of Scotland at functions in Edinburgh, where representatives 
of the accountancy profession gathered at celebrations 
arranged by those bodies. I should like to express my 
indebtedness for the reception accorded to the representatives 
of the Society on that occasion. The District Societies have 
also been good enough to extend invitations to me to attend 
functions and meetings in their respective districts, and I 
regard the educational and other activities of those societies 
of utmost importance to the parent body, especially so far as 
they affect the younger members of the profession. 


Counc. 

The Conncil have accepted with regret the resignation of 
their seats on the Council by Mr. J. H. Bailey, of Blackburn, 
and Mr. W. J. Ford, of Bristol. Mr. Bailey had been a 
member of the Council since 1902, and his colleagues regret 
the severance of so old an association. In accordance with 
the provisions of Article 48, the Council have filled an 
occasional vacancy by the appointment of Mr. Arthur Collins, 
Fellow in public practice, of Liverpool, Cardiff and London, 
who now submits himself for election by the members. 
Mr. Collins is a well known member of the profession, and 
his election has the full support of my colleagues. 


I believe that the accountancy profession has arrived at a 
very critical and important position in the state of its affairs. 
Fortunately, Incorporated Accountants still have Sir Jan.es 
Martin at the helm. He has been to our Society, a guide, 
philosopher, friend and adviser, and we are grateful for the 
continuance of his services to the Society. 

Before closing, I should like to bear testimony to the 
valuable and efficient services of our secretary and staff, and 
for all the enthusiasm and hard work which they have thrown 
into their duties during the past year; their services are much 
appreciated by the Council and the members. 

In concluding my address I should like to make a reference 
to the prospects and future of the accountancy profession. 
It may be said that one of the conspicuous features of the 
development of our economic life during the last 25 years has 
been the peaceful penetration by the acccuntancy profession 
into the fabric of commerce, industry, finance and public 
affairs. I am one of those who take an optimistic outlook 
with regard to the future and position of Great Britain, given 
industrial peace at home and political settlement abroad. 
As a nation we are favourably situated to respond to any 
improvement in external affairs, and I am confident that a 
recrudescence of activity in industry and commerce will be 
accompanied by a further call upon the services which 
accountancy can render. I have seen recently some 
observations that the number ef candidates for the professions 
during the last two years has fallen off considerably. Itisa 
hopeful sign that accountancy is an exception to this general 
statement. Last week a record number of candidates 
presented themselves for the Society’s examinations. For 
these reasons I can look forward with every confidence to the 
future of the accountancy profession, and particularly to 
the expansion of the Society of Incorporated Accountants and 
Auditors. 

As I look back upon the work and activities of the Society 
during the past year I realise, perhaps as never before, the 
value of the work of my predecessors in this chair. The 
heritage which they have built up is one in which all 
Incorporated Accountants share and of which all are equally 
proud. The epirit of progress which has characterised the 
Society throughout its history has never been more active 
than during recent years. I am happy to think that some of 
those pressing post-war problems with which the Council were 
called upon to deal have now been disposed of, and we are 
able to press forward in directions I have already indicated 
towards the further consolidation of professional interests and 
to the advancement of Incorporated Accountants. I am 
assured that in the future there will be accorded to the 
Society and its affairs that spirit of co-operation which has 
always been given so readily by the general body of members. 

Mr. W. Cuarrper (Bradford), Past President, said he had 
been asked to second the motion for the adoption of the report 
and accounts in place of his friend the Vice-President, and he 
would like to take the opportunity of joining the President in 
an expression of very great regret on the part of the Council 
at the continued absence of Major Evans. He (the speaker) 
had received a letter from him recently which was full of 
hope and stated that he expected to be out next week. They 
all hoped that that expectation would be realised. (Hear, 
hear.) At any rate, they would like in that public meeting 
to express their very deep regret at Major Evans’s continued 
ill-health. He formally seconded the motion that the report 
and accounts for the year 1923 be adopted. 


Discussion. 

Mr. E. Cassteron Exniorr (London) said he did not think 
anybody could help reading the 39th report of the Council, 
which had been so splendidly elaborated by the President in 
his address—to which they had all listened with intense 
interest—without feeling that the members owed a great debt 
of gratitude to the Council for the very excellent way in 
which they locked after the affairs of the Society. (Hear, 
hear.) They were grateful to them not only for the regular 
meetings which they saw reported in the Journal month by 
month, but for the work which they all knew was being done 
behind the scenes in Committee which did not get reported 
at all. They knew full well that the amount of work which 
had been reported by the President that afternoon could not 
possibly be done on one day in each month, and they had 
confidence in the Council for representing them so ably. 
(Applause.) They were glad to see the increase of members, 
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and personally he was very pleased to know that at last the 
‘*three’’ had been nes into a ‘‘four’’—in other words, 
that the President had been able to tell them that day that 
the membership of the Society exceeded 4,000. He was very 
glad to know that the corner had been turned. There was 
one thing, however, that he would like to see, and that was, 
as the President had mentioned in his address, that more 
Assuciates who were in practice should apply for the 
Fellowship. Personally, from the practising point of view, 
he thought it was much better for a member to be able to 
describe himself as a Fellow of the Society of Incorporated 
Accountants than merely as an Associate. So when the three 
years had expired he would ask all his fellow members to 
apply straight away for the Fellowship to which they were 
entitled. It was interesting, too, to see the increase in the 
number of examinees, and he had been very much interested 
in comparing the percentages of those who had failed to pass 
the examination. Without in any way wishing to be critical, 
it appeared to him that the members, or the would-be 
members, of the Society of Incorporated Accountants applied 
themselves very assiduously to their studies, because it 
seemed to him that rather a high percentage of those who 
presented themselves had passed. He was not for a moment 
suggesting that the examination of the Examination 
Committee was not sufficiently searching; it was rather the 
other way about—that the examinees worked as hard as they 
possibly could so that they might achieve success. With 
regard to what the President had said as to protection abroad, 
he (the speaker) had had that pointed out several times. He 
was sorry to see that South Africa had adopted the attitude it 
had, but seeing that the matter was before the Union 
Parliament at the present time, as the President had said, it 
was a little difficult to refer to it. But he thought they ought 
to recognise, as the Transvaal recognised when they 
introduced their Registration Bill, that the members of the 
Society of Incorporated Accountants and of the Institute of 
Chartered Accountants should be fully protected under the 
Bill. With regard to the question of new premises, he did 
not propose to refer to it in any great detail, but those of 
them who called to see the Secretary now and then must 
realise how very cramped and confined was the space which 
the Society occupied in Gresham Street. The accommodation 
was quite inadequate having regard to the importance of their 
Society, and he was sure they were all very glad to know that 
that question had had the consideration of the Council six 
years before the lease expired. He thought that was taking 
time by the forelock. He was very glad indeed to see that the 
Council was considering that question, and that in the time to 
come they would be housed in a building worthy of a Society 
such as theirs. The President, on behalf of the Council, and 
Mr. Claridge had both expressed their sincere regret at the 
continued absence of Major Evans, and on behalf of the members 
on his side of the table he would like to express their sympathy 
with Major Evans in his long continued illness and the hope that 
he would soon be with them again. (Applause.) They were 
glad to know that they were going to Leeds and Bradford in 
the autumn. They would be delighted to be entertained by 
the members there. Those of them who knew, or had met, 
Sir Charles Wilson in Leeds realised the hospitality which 
he would offer them. (Laughter.) He (the speaker) hoped 
that Sir Charles’ name would be prominent in the programme 
and that he would have a very large body of members to 
entertain. With regard to the question of professional 
registration, personally he was very glad to know that that 
had the emphatic support of the President. He wished it had 
the emphatic support of the President and Council in another 
place. (Laughter.) At the same time it seemed to him that 
they were considering the matter very carefully, and therefore 
he would leave the question entirely there, wishing it well. 
He did not know that there was anything more that he could 
say in regard to the report and accounts. They could discuss 
the question of entrance fees and subscriptions later on. 
Meanwhile he had very much pleasure in supporting the 
report ef the Council. (Applause.) 

The Presment said he was sure they would be glad to 
hear that Mr. Waldie Peirson, of Johannesburg, was present 
that day. He had the most delightful recollections of the 
hospitality he received in South Africa last year, and the 
members would be pleased to extend to Mr. Peirson a very 
hearty welcome, and they would like to hear him speak. 
(Hear, hear.) 


Mr. J. Watpiz Perrson (Johannesburg), who was received 
with applause, said he was sure they were all much indebted 
to Mr. Pitt for the very thoughtful and lucid address he had 
given them on the affairs, not only of that Society, but on 
the importance of the accountancy profession. He had been 
a member of the Society for a great many years, and he 
regretted—perhaps not financially—but he regretted that some 
twenty years ago, when it was possible that the English 
language could be spoken in the Law Courts of the Transvaal, 
he deserted the active practice of the accountancy profession 
for that of the law. But he had never ceased to continue his 
membership of the Society, and he congratulated it on what 
it had done for the accountants’ profession in the Dominions. 
Sir James Martin’s name was one to conjure with. (Hear, 
hear.) He first had the pleasure of making Sir James Martin’s 
acquaintance nearly 30 years ago in a town which might now 
be—he had not been there since—which might now be a large 
seaport. He referred to Bognor. (Laughter.) At that time it 
was a charming little village. Sir James was there on a holiday, 
and: he (Mr. Peirson) happened to be there as well. It was then 
that he had an opportunity of seeing Sir James’ enormous 
enthusiasm for the work of accountancy and his great interest 
in that Society. In the Transvaal—and he spoke of that more 
familiarly than of the rest of South Africa—in the Transvaal the 
accountants’ profession had gone through many vicissitudes. 
In the early ‘nineties’ an accountant in the Transvaal was 
any-person who had suflicient ability to take a piece of chalk 
and write the word ‘‘ Accountant” on adoor. He was then 
a full fledged accountant, entitled to carry out all the 
ramifications of the profession. (Laughter.) Some of them, 
however, thought that the time had come when they should 
do something, and they formed what was called the Society 
of Accountants and Anditors of the South African Republic. 
Then they felt that they wanted to get into touch with one 
of the societies in England, and there was an immense 
amount of difficulty about that. Everyone knew how terribly 
conservative the English people were. (Laughter.) A Labour 
Government was in power to-day, but that did not take away 
from their conservatism. Some difficulty was therefore 
experienced in attracting any attention, but the far-seeing 
ability of Sir James Martin came to their rescue. They had an 
old member of the Society (Mr. Diamond) in the Transvaal, 
and he told them about the Society. They then got into touch 
with Sir James Martin, and he saw what the opportunity was. 
He, as a great Imperialist, saw that the English profession 
could be spread and brought to a greater state of perfection 
in those foreign countries than the other societies whose 
existence they were able to speak of at that time. He wished 
to-day to thank this Society, and especially Sir James Martin, 
for what they had done for the accountants’ profession in 
South Africa. To this Society he attributed—not by any 
roundabout method, but directly—the fact that the profession 
in South Africa was to-day the important one that it was. 
(Hear, hear.) Some strictures had been passed upon the 
legislation that was being considered in South Africa at the 
present time, but whatever it was it would come to an end, 
and it would have to be begun again when the new Parliament 
assembled. He believed even Select Committees fell to the 
ground on a dissolution and they had to begin again. The 
only note of warning he would sound was that this Society 
should see that whatever else might be included in the Bill, 
the name of the Society, as a College of the University of 
Accountants there, should be included as one of the constituent 
bodies; and it was perfectly possible for it to be done if they 
pressed for it, and he tookit they would. They had very good 
representatives out there, and he congratulated the Society 
upon them. He congratulated it on the progress it was 
making, and the scheme for building—which, without 
knowing all the details, he would like cordially to support, 
as he felt certain that an institution which possessed its 
own home and its own premises was placed in a very strong 
position in dealing with any undertaking it might attempt. 
He would just like to thank the meeting for the kindness 
accorded to him in allowing him to say a few words. He had 
a certain amount of diffidence in speaking before an audience 
that, with the exception of one or two, were strangers to him, 
and particularly a professional body. He saw that they had 
now included ladies in it. He did not know whether the fact 
that ladies were being included in the profession would give it 
a filip either in numbers or in prestige, but if the persistency 
which ladies adopted in inquiring into household matters— 
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Mr. F. M. Hawntr (Birmingham) said he would like 
to congratulate the President and his colleagues on the 
excellent report which had been presented to the members. 
It seemed to show progress in every direction. With regard 
to the building scheme, he could only say that he 
had been rather surprised for some years past that the 
Society had been able, with its limited accommodation in 
Gresham Street, to carry on its work there. He felt sure that 
the Council would have the approval of the provincial 


‘members in any scheme they put forward in regard to the 


augmentation of the accommodation. With regard to the 
committee which had recently amended the form of the income 
tax returns, he could only congratulate them on their 
endeavours to secure simplicity; he had even heard it 
suggested that clients might not in future require the 
assistance of accountants to prepare their returns. or aoe 
There was only one other point he would like to mention, an 
that was to refer to the conference of representatives of the 
District Societies with a committee of the Council. That, he 
thought, had been an excellent idea, and he understood that a 
great deal of good had resulted from that conference. He was 
only sorry himself that there was not an opportunity of having 
more frequent conferences with the representatives of the 
District Societies, and if the Council would take that matter 
into consideration at some time or other, he believed some 
good would result from it. He thought he could say, on behalf 
of the members present, that they had been exceedingly 
interested in the address of the President, and he was sure it 
would be read with very great interest by members who were 
not able to attend that meeting. (Applause.) 


Mr. T. Frame Mixer (London) said that when he received 
the official report of the Council he was somewhat disappointed 
to find there was no reference made to registration in it—he 
meant registration in England. He remembered calling on 
the President 28 years ago, when Mr. Pitt was good enough to 
sign the form which enabled him to sit for the Society’s 
examinations, and on that occasion the matter of registration 
was referred to, and he (the speaker) had rather had it in his 
mind for many years that it was the chief plank in the 
platform of the Society. It seemed to him that as the 
Society grew and reached a more powerful position, it was 
not pressing registration with anything like the vigour it 
used to do. He was probably quite wrong, but that was the 
impression he had. He attended a meeting at the Institute 
last Wednesday—for, like others present, he was a member 
of the Institute as well as of the Society—and the question of 
registration was brought up. After a very considerable 
amount of discussion a member of the Council said: ‘‘ There 
are some things in life and there are some causes about 
which it is desirable not to say too much in public, particularly 
when views originate from an official source.’’ Now it 
seemed to him that if this question of registration was being 
kept a secret, the best way for the Council to have dealt with 
it in their report was to have said that meetings had taken 
place during the past year with delegates from the Council of 
the Institute and with representatives of the Society in 
Scotland, and that the matter of registration was receiving 
consideration. But they did. not say a word in their report, 
although the President had made good that omission in the 
course of his speech. He (the speaker) had a copy of the 
scheme for the amalgamation of the Royal Institute of 
British Architects with the Society of Architects, and they 
— it and circulated it amongst their members. Now he 

oped that whatever was done in the matter of registration, 
the Council would in due time take the rank and file of the 
profession into their confidence and let them know what wag 
being done. (Hear, hear.) He thought—and he realised 
now that the Council —that their profession could 
never be established on a solid basis until they had 
registration. It did not matter how many fine buildings 
they put up, how many noble halls, or how many people 
entertained them when they went to their conferences, the 
thing that touched them was the man on the spot who owed 
allegiance to no institution and did whatever he liked. He 
thought, in the public interest as well as their own, that kind 
of thing should be put a stop to. (Hear, hear.) 


— 


Mr. Grorcs Pater (London) remarked that he would not 
have given way to Mr. Miller had he known that it was only 
28 years since Mr. Miller sat for his examination. (Laughter.) 
He (Mr. Palmer) rose more particularly to add his small 
meed of thanksgiving and praise to the President for the 
very able and exhaustive address he had given them. During 
his connection with the Society—it must be 30 years now— 
and without belittling any previous address that had been 
given to them, he did not think he had ever heard a better 
address. He thought Mr. Pitt had covered the ground in a 
splendid manner, although he took a good half hour to do it. 
He (Mr. Palmer) was not to be allowed more than three or 
four minutes. (Lavghter.) There were just one or two 
little things he wished to refer to. The Society had taken 
under its wing the responsibility for the Incorporated 
Accountants’ Journal—an excellent journal. The articles 
therein could not be beaten, not only in this country but in 
any other country, on accountancy pure and simple. He was 
glad to see there had been a profit on the venture. That 
could only be arrived at, he was sure, by great economy and 
by a tremendous lot of editorial work being done for little 
or nothing. He was sure of that by the figures. But what 
he would like to be referred to the Council] was that that 
journal should become as soon a possible a weekly one and 
not a monthly one. That was what they needed, because 
some of the things they if in that journal were out of date 
before they got them. He commended that most earnestly 
to the Council. ‘The President had suggested, with regard to 
the provision of their future headquarters, that a sum of 
something like £16,000 should remain intact as a kind of 
reserve. He thought that was a splendid pillar on which 
they might build. But let them not forget that their lease 
would come to an end in five years, and they would have 
to begin to build a long time before that period expired if 
they were to get anything adequate and suitable for their 
purpose. Then there was one thing which had been on bis 
mind for many years, and he had often spoken about it—he 
referred to the Benevolent Fund. Although the Society had 
taken under its wing the Journal, it had not taken under its 
wing, as part of the constitution, the Benevolent Fund. It 
was a splendid fund, and it was contributed to by a great 
many members, but he would like to suggest for the careful 
consideration of the Council that as soon as possible they 
should make that Benevolent Fund a part of their 
constitution—by which he meant that every member of the 
Society should contribute to that Benevolent Fund. If they 
did that the Society would then have a Benevolent Fund 
that was worthy of the profession. (Applause.) 

Mr. F. Woorney (Southampton) said he would like to 
support the observations that had been made in appreciation 
of the President’s address that afternoon, and particularly to 
acknowledge what Mr. Pitt had said with respect to that most 
pressing question of registration. He was not going to say 
anything on that subject, except to join in the general 
expression of opinion, on behalf of the members, that it was 
not less pressing to-day than it had been in the past: indeed 
it became more pressing every yeax. They could not 
appreciate that too fully. They wished the President and his 
colleagues on the Council to feel that in all the measures they 
took—and the members well knew that they had by no means 
been asleep, although there was no reference to it in the 
printed report—that in all the measures —- took they would 
have behind them the backing of the whole membership of 
the Society. They had noted that significant observation 
of the President’s with regard to entrance to the Society by 
means of articles, connected as it was with his other 
observations in regard to registration, and they could see that 
certainly some progress was being made. He would say 
nothing upon the merits of the question of entrance by 
articles as such; it was evidently bound up with a larger 
question, and they must be prepared to look at these matters 
from a broad minded standpoint and ope what the 
Council did from that point of view. With regard to the 
examination figures: as he read those figures, they meant one 
of two things, or possibly partly both—either that the 
candidates for the examinations were not up to the standard 
of the past or that the examinations themselves had been 
stiffened. Now, he was not ready to believe that the 
candidates were not up to the standard of the past; he 
believed that there were coming up to the examinations in 
these days candidates equally as good as the average they had 
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(laughter)—if that persistency were adopted when they were 

acting as auditors, he thought they would become a greater 

terror to secretaries than accountants were at the present 

time. (Laughter and applause.) 
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known in years gone by. But the very fact that they hada 
smaller number passing in proportion to the number sitting, 
to his mind indicated that the examinations had been 
stiffened. It had also to be berne in mind that in recent 
_ years a number of new subjects had been introduced, 
including that of economics, and, as they well knew, the 
accountancy examination covered such a wide field that it 
was no wonder that a goodly proportion of those who sat 
failed to satisfy the examiners. Turning for one moment to 
the accounts, he desired to make a brief observation with 
regard to the general position of the income and expenditure 
account. The Council called the members’ attention to the 
fact that there was a surplus of income over expenditure of 
£1,159. He thought it was well to note that a greater sum 
than the whole of the surplus had been derived from the 
examination fees. He thought it was desirable that they 
should realise also that the dividends on investments were 
included in that £1,159. In his judgment the subscriptions 
of the members ought to be sufficient to cover the whole of 
the working charges of the Society, quite apart from any 
surplus from examination fees and quite apart from any 
income from investments. If there was a surplus from 
examination fees and from income on investments, it should 
be available for augmenting the reserve fund. That would 
be altogether a healthier state of affairs. Therefore it seemed 
to him that, entirely apart from the question of a new and 
worthier building for the Society—in which project the Council 
would, he felé sure, be given the whoie-hearted support of the 
members—quite apart from that project, it seemed to him 
that to meet the ordinary current expenditure a better basis of 
income was needed. 

Mr. Joun Porrer (Blackpool) said he would like to 
congratulate the President on the excellent and lucid address 
which he had given them that day. He must also congratulate 
the Council upon the steps they were taking to protect the 
interests of the profession. It had been his lot to travel in 
South Africa and Australia, and he was delighted when 
in those countries to hear the splendid way in which the 
name of Sir James Martin was referred to. He hoped and 
trusted that in the Bills which, he understood, were now 
being considered in those countries the Council would look 
after the interests of Incorporated Accountants. He was 
pleased that they had with them two Incorporated 
Accountants as Members of Parliament, and might he express 
the hope that before long they would have more? He was 
only sorry that illness had prevented him from contesting a 
certain constituency at the last election, but he had 
undertaken that day to contest a constituency at the next 
election. He appealed to Incorporated Accountants to go in 
more for public life. He was very pleased to think that 
this Society was going in for its own house, for when they 
had their own house members would feel greater pleasure in 
going into it; they would have something to speak about and 
something to be proud of. He hoped also that the time 
would come when they would hold their meetings in their 
own house. He was glad to see such a splendid audience on 
that occasion; it reminded him of pre-war days. He hoped 
they might always have members there like their friend from 
South Africa; it showed that they bad ramifications which 
were really delightful. 


The Presmpent said he was sure the meeting would like 
to hear Sir James Martin on the subject of registration. 
(Applause.) 


Sir James Marry, who was given a very hearty reception, 
said it had not been his intention to make any observations 
at that meeting; in fact he thought his day for speaking at 
meetings of Incorporated Accountants had almost gone by— 
(Voices: ‘‘ No, no’’)—and that it was time he made room for 
others. But the subject of registration had been brought up 
so prominently there that day that the President thought he 
(Sir James) might say a few words in reply to the speech 
made by Mr. Frame Miller. Now, he could confide in them 
that if the course of his long career in the accountancy 
profession—and he might express his satisfaction with that 
career so far as it affected themselves—if he had any tinge of 
bitterness at all it was because he was conscious that on the 
question of registration he had failed. He had not failed, as 
they knew, from any fault of his own—(hear, hear)—but the 
circumstances had been too strong. To-day he stood before 
them as the sole survivor of the Committee of Chartered and 


Incorporated Accountants which drafted the first Registration 
Bill. That Bill did not meet with the acceptance of membeis 
of the profession and it did not get any further. But some 
years ago—he could not trust himself with the date—they did 
agree a joint Bill with the Institute, with the Scottish 
Chartered Accountants, and with the Irish Chartered 
Accountants. That Bill was introduced into the House of 
Lords, and there spoke in favour of it the Lord Chancellor, 
the Lord Chief Justice, Lord Crewe (who was then a Minister 
of the Crown) and other leaders in the House of Lords, and it 
went eventually through that House, after some preliminary 
trouble, without a division.. It then came to the Commons 
and was taken charge of by Mr. (now Viscount) Buxton, and 
they had every hope that that Bill was going to pass into law. 
But their hopes were frustrated. An opposition was got up 
against it—not the kind of opposition they had to deal with 
to-day, but an unreasonable opposition nevertheless, and they 
lost the Bill. Now, it was perfectly true that since those 
days they had met the Committee of the Institute and the 
Committee of the Scottish Chartered Accountants on several 
occasions, and they had no wish whatever to hide what they 
were doing by not mentioning the matter in the annual 
report. He would just ask them to think for a moment and 
they would recollect that Mr. Pitt, in his speech at Cardiff, 
devoted a very considerable part of his address to discussing 
that very subject, and he (Sir James) dealt with it himself at 
the last annual meeting and also at the Conference that was 
held in London. So that there had been no possible desire 
not to bring it before the members on every suitable occasion. 
But what they were asked to do, and what they could not do, 
was to come there and put before members the details of 
negotiations which they had had with other bodies. Everyone 
must know that if they did that they would defeat any chance 
they had of getting the matter carried a step forward. Those 
negotiations were of a confidential nature. They did not 
want to keep them away from Incorporated Accountants or 
from Chartered Accountan:s, but there were men in this 
country who did not desire success to an organised and 
well-ordered profession, and they were not going to. put 
weapons in the hands of those people to obstruct their policy. 
That was the reason why they did not come to these meetings 
and discuss details. (Applause.) 


Mr. C. J. H. Cowpy (London) said he was very sorry he 
could not wait for the extraordinary meeting, but he wished 
now to say that if the Council- had proposed that the 
subscription should be three times as much he would have 
heartily supported it. The only other thing he wished to add 
was that they ought not to be satisfied until their capital 
account was, not £16,000, but £116,000. 


The Presipent, dealing with the various points raised 
by speakers, said that really their remarks bad been so 
extremely appreciative and friendly that the task of replying 
to them was‘a simple one. In the first place, he would 
like to thank Mr. Waldie Peirson for his presence there 
that day and for all the kindly remarks he had made 
concerning the Society and its past history, and, finally, 
for the words of wisdom with which he wound up his 
address. Mr. Hawnt had referred to the necessity for 
conferences of representatives of the District Societies. 
With that he (the President) cordially agreed. Mr. Hawnt 
would probably be pleased to learn that they were holding 
another conference the next day. Mr. Frame Miller had 
dealt with the subject of registration, and he wished to 
thank him for his observations. Mr. Miller would not, 
however, wish him to say another word on that subject, 
because Sir James Martin had already dealt with it in his 
usual efficient manner. But he could assure Mr. Miller that 
the Society had that question very much at heart, as it had in 
fact for many years past. Mr. George Palmer had dealt with 
the question of the Benevolent Fund, and he wished to thank 
Mr. Palmer very much indeed for his useful advice on that 
matter. They would refer it to the Committee to be dealt 
with and to be considered—in fact, Mr. Palmer might be 
assured that anything that was likely to tend to the 
improvement or to the increase of the usefulness of the 
Benevolent Fund the Council would weleome. Mr. Woolley 
had referred to the results of the examinations. Well, he 
could assure Mr. Woolley that the Society was nothing if not 
progressive, and that the large number of failures was due to 
the fact that the standard of the Society was an extremely 
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high one. They had the best examiners in all possible 
subjects, and they had a most distinguished example of that 
in Sir Josiah Stamp, examiner in economics. He was sure 
that the progressive policy of the Council in regard to their 
examinations would meet with the warm approval of the 
whole of their members. (Applause.) He wished to associate 
himself very cordially with Mr. Woolley’s remarks on finance. 
He (the President) had very much at heart the strengthening 
of the financial resources of the Society, and presently, in the 
extraordinary general meeting, they would have an opportunity 
of approving that policy. 

The resolution for the adoption of the report and accounts 
was then submitted to the meeting and unanimously adopted. 


E.ection or Counci, anp AUDITORS. 

Mr. A. E. Green (London) then proposed the following 
resolution :—*‘ That the following be elected members of the 
Council in accordance with the provisions of Article 49: 
London—Mr. Ernest William Ellis Blandford, Lieut.-Colonel 
Grimwood, C.B., D.S.0., Mr. Arthur Edwin Woodington.’’ 
The names of those gentlemen, he said, required no comment, 
as they were all well known to the members, having worked 
for many years past on their behalf. 

Mr. C. Hewerson Netson (Liverpool) seconded the resolution, 
and it was carried unanimously. 


Mr. A. E. Wooptneron (London) pro : “That the 
following be elected members of the Council in accordance with 
the provisions of Article 49—Provinces: Mr. Joseph William 
Blackham, Birmingham; Mr. Duncan Edward Campbell, 
Wolverhampton; Mr. William Thomas Walton, West 
Hartlepool; Sir Charles Henry Wilson, M.P., LL.D., Leeds.” 

Mr. E, W. C. Wurrraxer (Southampton) seconded the 
resolution, and it was unanimously agreed to. 


The Prestenr said he had very great pleasure in moving the 
next resolution :—‘t That the following member of the Society, 
who was appointed by the Council to fill an occasional vacancy, 
in accordance with the provisions of Article 48, be elected a 
provincial member of the Council; Mr. Arthur Collins, 
Fellow in public practice, of Liverpool, Cardiff and London.”’ 
Mr. Arthur Collins, the President said, was a distinguished 
member of the accountancy profession, and the members of 
the Council were delighted to elect him as one of their 
number. He was sure that Mr. Collins would be a great 
source of strength in their deliberations. 


Mr. F. Ocpen Warre.tey (Bradford), in seconding the 
motion, said he had known Mr. Collins for 25 years, and he 
appreciated his great ability and his wide professional 
experience. He was quite sure Mr. Collins would be a valued 
member of the Council. 

The motion was unanimously agreed to. 


The Presrpent then moved the following resolution :— 
‘*That the following member of the Society (not being a 
retiring member of the Council), who has been nominated in 
accordance with the provisions of Article 55, be elected a 
member of the Council: Mr. Perey Toothill (Henry Toothill 
and Son), Fellow in publie practice, 11, Figtree Lane, 
Sheffield. (In place of Mr. Henry Toothill, who had retired.)” 


Mr. A. E. Piacorr (Manchester) seconded the resolution, 
and said that Mr. Percy Toothill was known to many of them 
as a real worker in the Society, and it was a pleasure to feel 
that, instead of the father, at all events they had the son. 


The resolution was unanimously agreed to. 

Mr. H. J. Burerss proposed: ‘‘ That Mr. William Henry 
Payne, Incorporated Accountant, London, and Mr. Robert 
Heatley, Incorporated Accountant, Manchester, be re-elected 
Auditors of the Society.” 

Mr. W. Price seconded the motion, and it was unanimously 
adopted. 

THANKS TO THE PRESIDENT. ; 
Mr. C. Hewerson Netson asked the members present, before 


‘they proceeded with the Extraordinary General Meeting, to 


accord to the President their most hearty thanks for his 
conduct in the chair that day and for the words of wisdom 
contained in his Presidential Address. He said he was not 
going to ask for a seconder, as he was sure the meeting would 
agree to that with enthusiasm. 


The vote of thanks was carried by acclamation. 


The Presmpent, in responding, said he could assure the 
members that his work during the past year had really been a 
labour of love. He had always had at his side Sir James 
Martin and Mr. Garrett to help him with their advice. 


The proceedings of the Ordinary General Meeting then 
terminated. 


EXTRAORDINARY GENERAL MEETING. 


At the conclusion of the Ordinary General Meeting an 
Extraordinary General Meeting was held for the purpose 
of considering and, if thought fit, passing, with or without 
modification, a resolution to alter the articles of association. 


The Prestpenr said he understood that all of the members 
had received a copy of the notice convening the meeting. 
The Council were advised in that case that it was competent 
to take the notice as read. (Voices: ‘‘Agreed.’’) He had 
very much pleasure, he said, in moving the adopiion of the 
resolution which was before the meeting. He had not heard, 
during the course of their Annual General Meeting, one 
remark against the resolution; on the contrary, the whole 
meeting seemed to have realised the fact that the suggestions 
put forward were not only extremely moderate, but were 
absolutely necessary for the future progress and well being 
of the Society. He thought it was quite unnecessary for 
him to make any further comments on the subject, but if 
there were any questions that members would like answered 
concerning it, he would be pleased to furnish the answers 
afterwards. 


Sir Cuantes H. Witson, M.P., said he had very great 
pleasure in seconding the motion proposed by the President. 
Before speaking to it, however, might he express his thanks 
to the President and to various speakers for the kindly 
remarks that had been made with regard to his colleague 
in the House, Mr. Thomas Keens, and himself? He could 
assure the members that he was proud, on behalf of the 
Society, that it had two members in the House of Commons. 
(Applause.) With regard tothe question before them, he thought 
the growing needs of the Society were known to every one of 
the London members and to most of the provincial members. 
He considered himself a “‘ wretched provincial "—(laughter)— 
but those of them who were in the provinces thoroughly 
appreciated the work done by the London members. It was 
to them that they owed the present scheme. He agreed that 
at the present moment they were not charging enough to 
meet the costs of carrying on the work of the Society; 
but in the interests of those who had to struggle in all sorts 
of places, he thought the policy of the Council was a seund 
one in not expecting from its members money before it 
was absolutely necessary. There was no increase in the 
subscriptions of the Scottish and Irish members, nor of their 
overseas members, but he wanted to say that when the 
time came voluntary subscriptions would be very welcome. 
The present meeting was a very fine one, and it showed that 
the Council, when it proceeded on right lines, had the 
backing of the members. A reserve was necessary for fighting 
purposes, and although he did not bind himself to the 
reservation that they should stick to the £15,000 odd, they 
never knew when they might be called upon to fight a case 
which would eat into their funds. They could not go into 
the Law Courts, or anywhere else, to do any fighting without 
considerable expense. Over and above the question of a 
reserve, a substantial sum of money would have to be found 
to provide a new home, should it be found necessary 
eventually for them to leave Gresham Street. He, personally, 
had been particularly happy in the work of the Society at 
Gresham Street for many years, and Sir James Martin had 
been a tower of strength there. Whether Sir James was 
busy or not, there was always a welcome smile from him, 
and no repellent influence. That had a good deal to do with 
the success of the Society. He hoped that when this scheme 
was put forward, as it would be and must be, that it would 
not lag, but would be fully supported by every member of the 
Society according to his ability. (Applause.) 


A Memper suggested that they might ‘kill two birds 
with one stone” and make the Associate’s fee for admission 
to the Fellowship £10 10s. 
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The Presipent said that they were very anxious indeed 
to encourage Associates to take up their Fellowship, and 
therefore the Council did not propose to alter those fees. 


RESOLUTION. 

The following resolution was put to the meeting and carried 
unanimously :— 

“That the Articles of Association of the Society of 
Incorporated Accountants and Auditors be altered in manner 
following, that is to say :— 

** Interpretation.—By omitting in paragraph (b) of this 
clause the words ‘ The United Kingdom of’. 

‘ Article 20.—By inserting immediately after the figures 
‘£10 10s.’ the words and figures ‘(or if admitted after 
December 31st, 1924, the sum of £15 15s.).’ 

“ Article 21.—By adding at the end thereof so as to form 
part thereof the words and figures ‘or if admitted after 
December 31st, 1924, the sum of £10 10s.’ 

“Article 22.—To insert immediately after the figures 
‘1908’ at the commencement of this Article the words 
‘ until the end of the year 1924,’ and to insert immediately 
after paragraph (f) of this Article the following :— 

‘**As from December 31st, 1924, the following annual 
subscriptions shall be paid :— 


‘** Members In Practice. 

“«¢(a) London members in practice, being Fellows, shall 
pay a subscription of £5 5s.,and being Associates 
shall pay a subscription of £3 3s. 

‘««(b) Provincial members in practice who are resident or 
in practice in England and Wales, being Fellows, 
shall pay a subscription of £4 4s., and being 
Associates shall pay a subscription of £2 2s. 

‘***(c) Provincial members in practice who are neither 
resident nor in practice in England or Wales, 
being Fellows, shall pay a subscription of £2 2s., 
and being Associates shall pay a snbscription 
of £1 1s. 

‘«*(d) Members in practice who do not reside or practise 
in any part of the United Kingdom, being Fellows, 
shall pay a subscription of £1 1s., and being 
Associates shall pay a subscription of 10s. 6d. 


‘«* MemBers NoT Pracrisina. 

‘*««(e) Members resident in any part of England or Wales 
who are not in practice, being Fellows, shail pay 
a subscription of £3 3s., and being Associates 
shal! pay a subscription of £1 11s. 6d. 

‘**«(f) Provincial members not in practice who are not 
resident in England or Wales, being Fellows, 
shall pay a subscription of £2 2s., and being 
Associates shall pay a subscription of £1 1s. 

*«*(g) Members resident out of the United Kingdom who 
are not in practice, being Fellows, shall pay a 
subscription of £1 1s., and being Associates 
shall pay a subscription of 10s. 6d.” 


39th Annual Report. 
The Council have pleasure in submitting to the members 
their 39th Annual Report. 


New Mempers Execrep. 

During the year 1923 the names of 339 new members 
were entered upon the Society’s roll, and 44 Associates were 
advanced to the degree of Fellow. At the date of election they 
were resident in the following countries :— 


England and Wales o a 
Scotland ‘a es ne i 
Ireland *f ff **f ef 
East Africa .. . en a 
South Africa F oe 


China.. - ce “a 
India .. on a mn 


Total 


Associates ADVANCED TO FELLows. 
England and Wales ce A . 


Scotland : 
Ireland ‘ i 
South Africa ‘ a ae 
Australia _.. om aa 
India .. at ‘ 


WE) ae Sond 


The figures for the past three years are as follows :— 
1921. 1922. 1923. 
266 299 339 


New Members elected .. = 
88 71 44 


Associates elected Fellows ” 


Numper or Mempers oN THE Rout at Ciose or YEAR. 

The total number of members on the roll on December 31st 
last was 3,876, and consisted of 1,139 Fellows, 2,736 Associates 
and 1 Honorary Member. Two Fellows also held rank as 


Honorary Members. 
Osrrvary. 


The Council regret that the deaths of 34 members (18 Fellows 
and 16 Associates) were notified during the year. 

The obituary list contains the name of Mr. Hugh Brown 
Brandon, who became a Fellow of the Society in 1894 and 
was for some time President of the Irish Branch; he was 
elected a Member of the Council in 1920. 

Advice was received from the Victorian Committee of the 
death of Mr. Percy Whitton, I.8.0., Fellow, Controller- 
General of Customs of the Commonwealth of Australia, 
who took considerable interest in the Society’s work in the 
Commonwealth. 

EXAMINATIONS. 

The number of candidates at the Preliminary, Intermediate 
and Final examinations was 1,500, of whom 918 passed and 
582 failed. 

The following are the comparative figures for the past 
three years :— 


1921 


Failed, 
436 


Passed. 
957 


Total. 
ee Pe 1,393 
1922... ee ie 1,441 944 497 
1938... “s oe 1,500 918 §82 
Prizes and Honours Certificates were awarded to the 
following candidates :— 


Frivat Examination. 
Ist Certificates of Merit— 
Pratt, George Leonard, A.S.A.A., London (May, 1923). 
(Prize.) 
Chadwick, Jack Farrance, A.8.A.A., Bristol (Nov., 1923). 
(Prize.) 


2nd Certificates of Merit— 
Long, Harold William, A.S.A.A., London (May, 1923). 
(Prize. 
Jones, John David Robert, A.S.A.A., Newport (Mon.) 
' (November, 1923). (Prize.) 


3rd Certificates of Merit— 
Bailey, Geoffrey Thomas, A.S.A.A., Birmingham (May, 1923). 
Matheson, Duncan Royston, M.A., A.S.A.A., Edinburgh 
(November, 1923). 


4th Certificates of Merit— 
Peterken, Joseph Henry Garfield, A.S.A.A., London 
(May, 1923). : 
Jordan, John, A.S.A.A., Bolton (November, 1923). 


5th Certificates of Meriti— 
Chaumeton, John Charles, A.S.A.A., London (May, 1923). 
Henson, John Thomas, A.S.A.A., Stoke-on-Trent 
(November, 1923). 


6th Certificates of Merit— 
Mead, Henry Leslie, A.S.A.A., Manchester (May, 1923). 
Green, Eric, Nottingham (November, 1923). 


7th Certificates of Merit — 
Jones, Sydney Arthur, A.S.A.A., London (May, 1923). 
Trounce, Norman Leonard Rashleigh, London (Nov., 1923). 
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INTERMEDIATE EXAMINATION. 
Ist Place Certificates— 
Woods, Joseph John, London (May, 1923). (Prize.) 
Sambridge, John Ernest, London (November, 1923). 
(Disqualified for Prize by age limit.) 
2nd Place Certificates— . 
Darrin)” Gladys Elizabeth Mary, York (May, 1923). 
e. 
Dyson, James Alistair, A.C.A., London (November, 1923). 
(Prize.) 


3rd Place Certificates— 
Townsend, Alfred Victor, Walsall (May, 1923). ; 
Sowerby, Robert William, London (November, 1923). 
(Prize.) : 
4th Place Certificates— 
Porch, William Leonard, London (May, 1923). 
Jackson, Alfred, Goole (November, 1923). 


5th Place Certificates— 
Barnes, Thomas Bertram, Manchester (May, 1923). 
Long, Ernest, Carlisle (May, 1923). 
Sheriff, Sidney Herbert, London (November, 1923). 


6th Place Certificate— 
Barnes, Alec Nevison, London (November, 1923). 


7th Place Certificates— 
Rainsbury, Samuel, London (May, 1923). 
George, Sidney Charles, Hull (November, 1923). 


8th Place Certificates— 
Holroyd, Frederick Ernest, Hull (May, 1923). 
White, Harry, Nottingham (November, 1923). 


PRELIMINARY EXAMINATION. 
Ist Place Certificates— 
West, ar. London (May, 1923). (Prize.) 
Chalk, Joseph, London (November, 1923). (Prize.) 


2nd Place Certificates— 
McClelland, William Lorimer, Belfast (May, 1923). 
King, Harold Christopher, Grays (November, 1923). 


MEDALLIsTs, 1923. 
The Council have awarded the Society’s Medals for 1923 
as follows :— 
Gold Medal to Jack Farrance Chadwick, A.S.A.A., 
Clerk to Holmes & Son, Bristol. 
Silver Medal to George Leonard Pratt, A.S.A.A., Clerk 
to F. Sharman & Co., London. 


AvutumnaL ConFERENCE. 

An invitation was received from the South Wales and 
Monmouthshire District Society to hold a Conference in 
Cardiff, which took place on October 3rd, 4th, 5th and 6th. 

The members were received by the Lord Mayor, Alderman 
J. J. E. Biggs, J.P., in the City Hall. The Presidential 
Address was delivered by Mr. George Stanhope Pitt, and 
papers were contributed by Mr. John Allcock, President of 
the South Wales and Monmouthshire District Society, on 
‘The Incidence and Relief of Local Rate Burdens,” and by 
Mr. John Manger Fells, C.B.E., on ‘‘ Accountancy in 
Relation to Cost and Market Prices.’ 

By the courtesy of the Lord Mayor and Corporation the 
Society’s banquet was held at the City Hall. The President 
was supported by the Lord Mayor, Members of both Houses of 
Parliament, and the principal representatives of industry, 
commerce, the professions and education in South Wales. 
Among those present was Mr. W. J. O’Brien, M.L.A. 
Pietermaritzburg), a member of the Society’s South African 

mittee. 

The members in South Wales and Monmouthshire 
entertained the visiting members and ladies at a reception 
and dance on the first evening of the proceedings, and the 


‘Lord Mayor and Lady Mayoress also extended cordial 


hospitality at a reception and dance in the City Hall. The 
Earl of Plymouth gave a garden party at St. Fagan’s Castle, 
and the Marquis of Bute, K.T., entertained the Conference at 
Caerphilly Castle. 

The Council have forwarded formal votes of thanks to the 
Lord Mayor and Lady Mayoress of Cardiff, to the Earl of 
Plymouth, to the Marquis of Bute, and to the President, 


Committee and Secretary of the South Wales and Monmouth- 
shire District Society for their hospitality and for the 
arrangements made. 


PARLIAMENTARY Business. 

During the Session of 1923 the Landed Property 
Practitioners Registration Bill was introduced into Parliament 
as a Private Member's Bill. The provisions of this Bill were 
regarded by the Council as detrimental to the interests of 
Incorporated Accountants in undertaking work incident to the 
profession, and representations were made to the principal 
promoting body in that behalf. The Bill, however, was not 
proceeded with during the Session. 


AUSTRALASIAN CorPoRATION OF PuBLIC ACCOUNTANTS. 

A petition has been presented to the Privy Council by the 
Australasian Corporation of Public Accountants for the grant 
of a Royal Charter. Negotiations took place with the 
representatives of the Australasian Corporation with regard to 
the terms of the draft Charter, and the promoters have given 
an undertaking which, in the judgment of the Council, gives 
reasonable protection to the interests of the Society in 
Australia. 


InstiruTE or Costs anp Works Accountants, Lmurep. 

The petition presented by the Institute of Costs and Works 
Accountants, Limited, for the grant of a Royal Charter was 
refused by the Privy Council. 


Sourn Arrican Society or Accountants’ Brun, 1924. 

A private Bill has been introduced into the Parliament of 
the Union of South Africa to provide for the establishment 
and incorporation of the South African Society of Accountants, 
and further to provide for the constitution, rights, powers, 
privileges and duties of that society and the members thereof. 

Upon the expiration of twelve months after the passing of 
the Bill no person will be entitled to be registered as an 
accountant who is not resident in the Union and is able to 
produce certificates that he has passed the prescribed 
examinations of the South African Society. Provision is 
made in the Bill as drafted for the registration of persons 
who may be ‘‘ members of any foreign society or institute of 
accountants, membership of which may be declared to be 
sufficient by the Governor General after considering any 
recommendation of the Council, and who have passed the 
examination in South African law prescribed by the bye-laws.”’ 

The Council are in constant consultation with the Society's 
Committees in South Africa on this matter. 


Socrety’s HgapquaRTERs. 

Having regard to the fact that the lease of the Society’s 
present offices expires in 1929, the Council appointed a Special 
Committee to consider the future housing of the Society, and 
have adopted a report recommending that steps be taken to 
acquire suitable premises for the Society’s headquarters. 
With this object in view the members will be asked to 
sanction an increase in the rate of entrance fees and annual 
subscriptions, and proposals will be laid before the Society at 
an extraordinary genera! meeting for the necessary amendment 
of the articles. 


2 


Income Tax Forms Commirree. 

A Committee was appointed by the Chancellor of the 
Exchequer, under the chairmanship of the Hon. Mr. Justice 
Rowlatt, to consider what, if any, improvements could be 
effected in the existing income tax forms within the ambit of 
the present law. At the invitation of this Committee evidence 
was submitted on behalf of the Council by Mr. Arthur E. 
Green, Past President, Mr. William Strachan, F.S8.A.A., and 
the Secretary. The report of this Committee has been 
published, and has recommended the adoption of certain 
alterations in the existing forms. 


INFORMATION COMING INTO THE Hanns or MEMBERS IN THE 
Course or Pusiic Practice. 

Representations having been made to the Council in 
regard to information affecting the public interest which 
might come into the hands of members of the Society in 
the course of professional practice, the opinion of eminent 
Counsel was sought, and was placed at the disposal of 
members of the Society. 


= 
|) 
ee 
_— 

| pe 


; 
; 
; 
; 
| 


a 


246 THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


(June, 1924. 


Byer-Laws. 

The bye-laws of the Council were revised during the past 
year. The special provisions relating to war candidates, 
which had become obsolete, were deleted, and in other 
respects the bye-laws were brought up to date where necessary. 


Kinprep Boptes. 


The Council received with deep regret an intimation of the 
death of Sir Edward Cecil Moore, Bart., President of the 


' Institute of Chartered Accountants and ex-Lord Mayor of 


London. A resolution of sympathy was forwarded to the 
Council of the Institute. 

During the past year the President and Secretary were 
cordially received and entertained by the Chartered Account- 
ants of England and Wales and also by the Chartered 
Accountants of Scotland. An invitation was also accepted by 
the President to the Annual Conference of the Institute of 
Municipal Treasurers and Accountants. 


British Dominions aNp ABROAD. 

The Council have been in frequent correspondence with the 
Overseas Committees in the British Dominions, and desire to 
record appreciation of the support of the Committees in watching 
the interests of the Society in their respective spheres. 

Proposals affecting the accountancy profession in the Irish 
Free State have been laid before the Council by the Committee 
of the Irish Branch. 

The Council are also indebted to corresponding members of 
the Society in the United States of America and elsewhere for 
advices regarding the position and progress of the profession. 


District AND Stupents’ Societies. 

A conference of representatives of District and Students’ 
Societies was held after the Annual General Meeting when a 
general discussion took place with regard to the work of the 
Society in the respective districts. It is hoped to arrange for 
the renewal of this conference irom time to time. 

District Societies have extended hospitality to the President, 
Vice-President, members of the Council and Secretary at 
various functions and meetings during the year. 


PRESIDENT AND VICE-PRESIDENT. 

At a meeting of the Council held after the 38th Annual 
General Meeting, Mr. George Stanhope Pitt, London, and 
Major Gwilym Arnold Evans, J.P., Cardiff, were unanimously 
elected to the respective offices of President and Vice- President. 


Counc. 

The Council have accepted with regret the resignation 
of their seats on the Council of Mr. John Henry Bailey, 
Borough Treasurer of Blackburn (who has been a member of 
the Council since 1892), and of Mr. Willie Joseph Ford of Bristol. 

The following members of the Council retire under Article 49, 
and, being eligible, offer themselves for re-clection, with the 
exception of Mr. Henry Toothill :— 


London. 
Mr. Ernest William Ellis Blandford. 
Lieut.-Colonel James Grimwood, C.B., D.S.O. 
Mr. Arthur Edwin Woodington. 


Provinces. 
Mr. Joseph William Blackham, Birmingham. 
Mr. Duncan Edward Campbell, Wolverhampton. 
Mr. Henry Toothill, Sheffield. 
Mr. William: Thomas Walton, West Hartlepool. 
Sir Charles Henry Wilson, M.P., LL.D., Leeds. 

The Council have filled a provincial vacancy by the 
appointment of Mr. Arthur Collins, Fellow in Public Practice, 
of Liverpool, Cardiff and London. In accordance with the 
provisions of Article 48, Mr. Collins now submits himself 
for election by the members. 


AUDITORS. 
The retiring auditors are Mr. William Henry Payne (Fellow), 
London, and Mr. Robert Heatley (Fellow), Manchester. They 
offer themselves for re-election in accordance with Article 85. 


Accounts. 
The accounts for 1923, duly audited, are annexed to this 


report. 
G. S. Prrt, 


President. 
G. A. Evans, 
Vice-President. 
ALEXANDER A. GARRETT, 


Secretary, 
50, Gresham Street, London, E.C. 


March 27th, 1924. 


Dr. REVENUE ACCOUNT FOR THE 


EXPENDITURE. 2<6éi 
To Travelling Expenses of Members of the Council 638 4 7 
»» Rent -«- ae 3 8] 
i Housekeeper, Lighting, Telephone, ‘&e. 22812 0 
», Salaries of Secretary and Clerks, including 
Fee to Adviser to the Council 2,921 7 6) 
,, Stationery and Printing, including Year Book 2,485 7 0 
», Postages and Telegrams am - -- 285 6 56) 
:, Miscellaneous Expenses ~~ oH -. 288 4 0 
;, Legal Expenses - hae *e - 106 4 8 
,, Advertisements .. - 851 710 
», Grant to Journal, to. cover ‘advertisements 
and copies for distribution os -- 100 0 0 
,, Expenses of Examinations .. “a -. 2,733 18 5 
», Examination Prizes and Medals .. a 8416 0 
», Grants to District and Students’ Societies 39410 0 
;, Auditors’ Fees and Expenses 46 8 4 
», Subscriptions and Contributions to Chambers 
of Commerce oe oe 34 2 6 
s, Deficit on Autumnal Conference .. -- 22018 9 
;, Corporation Duty oe on 3612 2 
», Depreciation of Furniture and Library 138 16 10 
», Balance, being surplus of Income over 
Expenditure for the year.. o* -. 1,159 15 6 
£13,140 14 6 


—_—_—_—_—_—_——! 


YEAR ENDED DEceMBER Sisr, 1923. Cr. 


Income. ¢ 5 d. £ 58. a. 


By Sunscrietrions— 


Fellows em on - 3,208 16 3 
Associates .. we . 3,201 19 6 


| 6,405 15 9 


Less Amount payable to 


Scottish Branch ots 99 15 0 

—-- 6,306 0 9 
», Entrance Fers— 

45 Fellows .. -» SSS 8 

344 Associates . 1,806 0 0 
———- 2,042 5 0 
», EXAMINATION FeEs .. ita -. 3,938 0 6 
», Divipenps on INVESTMENTS (less Tax) 595 11 2 
+» SuNDRY Freres, &c. .. et as os ee Ss 
»» Hire or Rooms ee 7811 O 
£13, 140 14 6 
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Dr. BALANCE SHEET, Decemper 3!sr, 1928. Cr. 


& s. 4, eo <.d& 8 a& 
To Sunpry Crepirors .. én os -- 2,313 18 5 | By Casa ar Bank or Enananpr .. 715 13 2 
6 
6 


” Subscriptions for 1924 (paid in advance) .. 60 7 | ,, INVEsTMENTs at Cost— 

»» Examination Fees (paid in advance) -- 497 3 £4,850 Os. Od. 5% War Stock, 
1929-47 aa . 4,481 6 2 

», Revenue Account— | £300 Os. Od. 34% War Stock, 
Balance at December 31st, £2, 700. 0s. Od. 33% ¢ Co 285 0 3 

nver- 
eS +s oe oe MU NTE USO sion Stock, 1¢61 . . 1,824 14 10 

Add Surplus for 1923 .. 1,159 15 6 | £1,000 Os. Od. 4% Funding 
16,734 9 6) Stock, 1960-90 .. 800 0 0 

| £750 Os. Od. 5% Treasury 
| Bonds, 1925-35 .. 750 0 0 


£1,129 7s. 2d. India 34% Stock 1,272 4 3 
£550 0s. 0d. Union of South 
¥ | Africa 4% Consolidated 
} Stock, 1943-63 .. co Se 7 6 
£800 Os. 0d. New South Wales 
6% Conversion Loan, 


1930-40... 779 2 0 
£550 Os. 0d. New South Wales 

34% Stock, 1930-50 -- 53513 3 
£500 Os. Od. Queensland 

34% Stock, 1950-70 -- 478 3 6 
£550 Os. Od. Victoria 34% 

Stock, 1921-26 .. 532 18 3 
£1,000 Os. Od. New Zealand 

4% Stock, 1933-43 « 3B 6 
£250 Os. Od. Local Loans 

3% Stock . es 248 16 0 
£600 Os. Od. London County 

3% Consolidated Stock . 517 12 0 


£200 Os. Od. Nottingham 
Corporation 3% Stock, 


1920-60 .. 192 0 0 
£500 0s. Od. Leeds Corpora- 
tion 3% Stock .. -- 43 7 0 
£200 0s. Od. Met. - 34% 
Deb. Stock 270 18 6 
£900 Os. Od. L. & N. E. Ry. 
4% Deb. Stock .. - 1,104 11 6 
£261 Os. Od. L. & N. E. Ry. 
4% First Pref. Stock .. 326 9 0 
S100 Os. Od. L. & N. E. Ry. 
4% Second Guar. Stock.. 126 0 0 
£500 Os. Od. L. & N.E. Ry. 
4% Second Pref. Stock .. 637 2 Q 
£150 Os. Od. G.W. Ry. 5% 
Guar. Stock - +» 24819 0 
Madras Ry. Annuity of 
£13 2s.2d. Class B .. 357 8 6 
— 17,696 16 0 
G. S. PITT, President. », Furniture and Fittings ee ee -- 63919 3 
ARTHUR E. GREEN, Chairman of Finance Committee. » Library... -. we ee ee we 5B OO 
», Sundry Debtors as ns “ o WS 8 


£19,605 18 11 £19,605 18 11 


AUDITORS’ REPORT TO THE MEMBERS. 
We beg to report that we have examined the foregoing Accounts, together with the books and vouchers of the 
_ Society, and that we have obtained all the information and explanations we have required. In our opinion the 
Balance Sheet is properly drawn up so as to exhibit a true and correct view of the state of the Society’s affairs, 
according to the best of our information and the explanations given to us, and as shown by the books of the Society. 


We have also verified the Investments and Cash Balances. 
W. H. PAYNE, I —_ 
ROBT. HEATLEY, } ncorpora ccountants, 


Lonvon, April 24th, 1924. Auditors. 
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Correspondence. 


SUPER TAX ON UNDISTRIBUTED PROFITS. 
(Frxance Act, 1922, Sxcr. 21.) 


To the Editors Incorporated Accountants’ Journal. 


Sirs,—With reference to your timely editorial comments 
under the heading ‘‘ Professional Notes’”’ on pages 201 and 
202 of this month’s issue of your Journal, you may like to 
know that my clients instructed me to give notice of appeal to 
the Board of Referees, which I have done. 

As there is a good deal of misunderstanding as to the 
course of procedure (which is by way of rehearing) perhaps 
ee will permit me to point out that the Special Commissioners 

ave apparently no power to state a case for the opinion of 
the High Court. I discussed this point with one of the 
Special Commissioners who dealt with my case, and that is 
the view which he takes, and in my opinion this is thé 
correct view. Sub-sect. 9 of sect. 21 provides that the 
provisions contained in the First Schedule to the Act shall 
apply (inter alia) for the purpose of carrying into effect and 
in connection with sect. 21. 

Paragraph 2 of the First Schedule provides that if either 
the company or the Commissioners of Inland Revenue are 
dissatisfied with the determination of the Special Com- 
missioners they may (on giving notice to the clerk to the 
Special Commissioners within 21 days) require the appeal to 
be reheard by the Board of Referees. The Board hear and 
determine the appeal and have and exercise the same powers 
and authorities in relation to the appeal as the Special 
Commissioners might have and exercise, and the determination 
of the Board is final. There is a proviso that sect. 149 of the 
1918 Act (which relates to the statement of a case on a point 
of law) shall apply with the necessary modifications in the 
case of any such rehearing as it applies in the case of appeals 
to the General or Special Commissioners. My construction of 
this is that by implication the power to state a case on a point 
of law is confined to the Board of Referees. 

I will, with your permission, acquaint you in due course 
with the ruling or decision of the Board of Referees. 

I may add that the Birmingham Chamber of Commerce 
have the question before them, and that it seems to me that the 
most effective method of correcting the manifest injustice is 
by representations being made to the Chancellor of the 
Exchequer with a view of amending the section or declaring 
its true intention. 


I am, Sirs, ~ 
Your obedient servant, 
10, Newhall Street, . S. Hoscoop. 
Birmingham. 
May, 1924. 


ACCOUNTANCY AND INDUSTRY. 


The accountancy profession is fortunate in having among 
its leaders men of such progressive views as Mr. George 
Stanhope Pitt. In his Presidential Address to the Incorporated 
Society he justly dwelt on the great influence the auditor 
exercises in the commercial world and on the important part 
he plays in keeping the springs of mercantile morality sweet 
and clear. ‘‘It may be said,’ he declared, “ that one of the 
conspicuous features of the development of our economic life 
during the last 25 years has been the peaceful penetration by 
the accountancy profession into the fabric of commerce, 
industry, finance and public affairs.’’ Mr. Pitt does not put 
the case a whit too strongly. We are now so accustomed to 
the presence of the auditor and to his unrelaxed survey over 
our accounts, that we only partly appreciate all we owe to 
him. He is an immense restraining power. Many people go 
wrong or get into difficulties because favourable opportunities 
present themselves or because their finances become inex- 
tricably involved before the tangle is discovered. The 
oversight of the accountant never lets these opportunities 
occur or permits the muddle to mature. He is the outstanding 
exemplar of the old proverb that prevention is better than 
cure.—Financial Times. 


ARTICLED CLERKS AND NATIONAL 
HEALTH INSURANCE. 


We are requested to publish the following communication :— 


Ministry oF Hatta, 
InsurANcE DEPARTMENT, 
Warrenty, §8.W.1. 

Sir,—With reference to your recent interview with an 
Inspector of this Department relative to the position in 
insurance of articled clerks, I have to inform you that a 
person of the age of sixteen or upwards who is employed under 
a contract of apprenticeship, and receives wages or other 
money payment in return for services rendered, is required to 
be insured under the National Health Insurance Acts, subject 
to the general provisions thereof. 

Where, therefore, a money payment (e.g., a return either 
in whole or in part of a premium paid for apprenticeship) is 
made to an articled pupil in accordance with the provisions 
of the indenture or articles of apprenticeship he is liable to 
insurance under the Acts as above. Further, where the 
indenture or articles contain no express provision for such 
payment a regular payment made in accordance with a 
definite understanding between the employer and the pupil 
or some person acting on his behalf, or in accordance with 
an established practice of the profession or of the particular 
employer concerned, brings the pupil within the scope of 
compulsory insurance under the Acts. 

Where, however, the only money payments made to a pupil 
consist of sums paid at irregular intervals, and such payments 
are purely gratuitous on the part of the employers and not 
made in accordance with any agreement, contributions are 
not normally required to be paid in respect of his employment 
as an articled pupil. 

With reference to the position under the Unemployment 
Insurance Acts, I have to state that with certain exceptions, 
which do not apply to articled clerks, contributions are 
required to be paid under those Acts in respect of any person 
whose employment falls within the scope of compulsory 
health insurance. : 

A pupil who is liable to be insured may obtain a certificate 
exempting him from paying health insurance or unemployment 
insurance contributions, or both, if he satisfies certain 
conditions, e.g., if he has a pension or private income of 
£26 a year or more, or if he is mainly dependent on another 
person for his livelihood. A pupil who desires to apply for 
such a certificate may obtain further information on the 
matter from the Department. If, however, he obtains a 
certificate he is entitled, under certain conditions, to medical 
benefit only, and his employer is still required to pay his 
share of the contributions, no part of which may be recovered 
from the employee. 

I am, Sir, 
Your obedient Servant, 
(Signed) A. W. Nevinix 
(for the Controller). 
The Secretary, 
The Society of Incorporated Accountants 
and Auditors. 


Changes and Remobals. 


Mr. Harold Barnes, A.S.A.A., has commenced public practice 
at Langton House, Mare Street, Pietersburg, Transvaal. 


Mr. D. H. Bennett, A.S.A.A., has commenced public 
practice at 1lla, High Street, Dovercourt, Essex. 


Messrs. Buckley & Hall announce that they have taken 
into partnership Mr. Walter Brian Hall, A.C.A., A.S.A.A. 
The style of the firm will remain unchanged, but the name 
of their offices has been changed to ‘‘ National Provincial 
Chambers,” in substitution for ‘‘ Union and Smiths Bank 
Chambers.” 
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Mr. J. A. Cook, Incorporated Accountant, has commenced 
public practice at 110, Leadenhall Street, London, E.C. 


The partnership hitherto existing between Mr. G. F. 


Dunkerley, Mr. Ernest Baldwin and Mr. L. L. Pontefract, 


carrying on business at King’s Chambers, Angel Street, 
Sheffield, under the style or firm of G. F.. Dunkerley & Co., 
was dissolved as from April 19th, 1924, by mutual consent. 
Mr. G. F. Dunkerley will continue to practise at King’s 
Chambers aforesaid, and Mr. Ernest Baldwin and Mr. L. L. 
Pontefract will practise at King’s Chambers aforesaid as 
‘* Baldwin & Pontefract.”’ 


Mr. H. Lomax, A.S.A.A., has commenced public practice 
at 20, St. Ann’s Square, Manchester. 


Mr. T. Harold Major, A.S.A.A., has removed from 19, Side, 
to 4, Royal Arcade, Pilgrim Street, Newcastle-on-Tyne. 


A partnership has been arranged between Mr. F. Maxfield 
Mather, Incorporated Accountant, and Mr. Edward E. Lay. 
The practice will be carried on under the firm name of 
Lay & Mather, at Westminster Bank Chambers, 329, High 
Holborn, London, W.C. 


Mr. Frederick Paul, A.S.A.A., has opened an additional 
office at 207, Streatham High Road, London, S.W 


Mr. Reginald Young, Incorporated Accountant, has com- 
menced public practice at 42, Fisherton Street, Salisbury. 


Bistrict Societies of Incorporated 
Accountants. 


BELFAST. 


ANNUAL MEETING. 

The eleventh annual general meeting of this Society was 
held in Belfast on April 29th last. The chair was occupied 
by Mr. Norman Booth, President, who was supported by the 
following members:—Mr. G. H. McCullough, Mr. F. Allen, 
Mr. J. Baird, Mr. R. Bell, Mr. A. S. Courtney, Mr. A. H. 
Oughton, Mr. J. D. Thompson, Mr. J. 8. White, Mr. I. Abbott, 
Mr. H. 8. Dunn, Mr. P. O. Diamond, Mr. Hugh Boyd, Mr. A. H. 
Muir, Mr. D. McCall, Mr. G. Pickering, Mr. W. L. Reid, 
Mr. J. H. Wilson, Mr. H. McMillan, Hon. Secretary. 

The minutes of the last general meeting were read and 
confirmed. 

The report of the Committee and the financial statement 
for the year ended March 31st, 1924, were adopted. 

The following office bearers were elected for the current 
year :—President, Mr. Norman Booth; Vice-President, 
Mr. G. H. McCullough; Hon. Secretary and Treasurer, 
Mr. H. MeMillan; Hon. Auditor, Mr. C. Magee; Committee, 
Mr. F. Allen, Mr. J. H. Allen, Mr. E. A. Anderson, Mr. J. 
Baird, Mr. R. Bell, Mr. A. 8. Courtney, Mr. A. H. Oughton, 
Mr. J. D. Thompson, Mr. J. 8. White. 

Other matters affecting the profession were discussed, and 
at the conclusion of the proceedings a vote of thanks was 
accorded to the President for his conduct in the chair. 


Report. 
Your Committee have pleasure in presenting the report on 
the work of the Society for the year ended March 31st, 1924. 


LEcTURES 


The following lectures were given, and your Committee 
are pleased to record that the attendances were highly 
satisfactory :— 


1923. 
Oct. 19th. “ es Liquor Acts Claims,” by Mr. N. 
ooth. 
Nov. 15th. “Income Tax in relation to the Free State,”’ by 


Mr. R. Bell. 
Dec. 20th. Informal Discussion on Income Tax problems. 


1924. 
Jan. 20th. ‘Foreign Trade,” by Mr. Hugh Murphy. 
Feb. 28th. ‘Law of Bankruptcy,” by Mr. 8S. Henry. 


Gotr Competition. 

The annual competition for the “Booth” cup, presented 
by the President, was held in Bangor on June Ist, 1923. 
Fifteen members participated, and a very enjoyable day 
was spent. The winner of the cup was Mr. E. Girvan; 
Mr. W. C. Watson winning the running-up prize presented 
by the Vice-President. 


AnnvaL Dinner. 

The annual dinner was held in Sterling’s Cafe on 
March 28th, 1924. Twenty members and twenty guests 
were present. The guests included Sir E. Clark, Mr. Cecil 
Litchfield, Mr. A. H. Walkey (Dublin), Mr. A. A. Garrett 
(London), Mr. W. Abbott, Mr. J. Stewart (Ministry of 
Commerce) and Mr. J. 8. Thompson (Inspector of Taxes). 


MEMBERSHIP. 

The total number of members is 82, consisting of 9 Fellows, 
36 Associates and 37 student members, as compared with a 
total membership of 76 last year. During the year 13 new 
members were admitted, 2 resigned, and 5 were 
for non-payment of subscriptions. ‘ 


ExaMInaTIONs. 

The examinations of the Parent body were held in May 
and November. 

The November examination was held in the Y.M.C.A. Club 
room, as owing to the number of candidates presenting 
themselves for examination the accommodation formerly 
provided by Mr. W. T. Graham proved inadequate. 

Twenty-one candidates entered for the May examination 
and 16 in November, 10 candidates being successful in 
May and 13 in November. 

The following were successful in the Final examinations :-— 
Mr. S. B. Irvine Abbott, Mr. Harry Andison, Mr. Henry Sloan 
Dunn, Mr. George T. Kerr, Mr. William McCready, Mr. John 
Peoples and Mr. Leonard William Reid. 


CoMMITTEE. 
In accordance with the rules all members of the Committee 
retire, but are eligible for re-election. Twelve Committee 
meetings were held during the year. 


Honorary Memser. 

Your Committee wish to place on record their appreciation 
of the services rendered to the Society by Mr. W. T. Graham 
in connection with the examinations, and of the interest 
that he has always shown in the welfare of the Society. 
In recognition of these services they have elected Mr. W. G. 
Graham an Honorary Member of the Society in accordance 
with Rule 9. . 


NOTTS, LEICESTER, DERBY AND LINCOLN. 


Annual Report. 


Your Committee have pleasure in presenting the report on ~ 
the work of the Society during the session 1923-24. 


LEcTURES. 

There have been eight lectures organised and delivered 
before the members of the Society in Nottingham and Leicester, 
the subjects being :— 

(1) ‘Some Points in the Administration of Bankrupt 
Estates.” 


(2) “A few Special Points on Taxation.” 

(3) “The Uses and Abuses of Statistics in Commerce.” 

(4) ‘The Development of the Accountant’s Functions in 
Commerce and Industry.” 

(5) “‘ Executorship Law and Accounts.” 

(6) “The Law of Property Act as it affects Executors.” 

(7) ‘*Some Recent Important Tax Cases.” 

(8) “‘ Costing for the Boot and Shoe Industry.” 
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The eighth lecture was organised by the Committee for 
the joint benefit of the Society and for the members of the 
Leicester Chamber of Commerce and of the Boot and Shoe 
Manufacturers’ Association, the chairman of the latter 
organisation supporting Mr. F. W. Fox, F.S.A.A., in the 
chair. This meeting was a complete success, and much 
appreciation was expressed by the visitors. 


Denatine Societies. 

There have been two debates this session, one with the 
Sheffield Society of Incorporated Accountants, and the other 
with the Nottingham Chartered Accountants’ Society, the 
keenness of the members and their proficiency in debate 
being highly gratifying. 

Srupents’ Turrion ScHEeme. 

In order to provide organised tuition for articled clerks 
studying for examinations, a tuition scheme was organised 
whereby classes are held every Saturday morning at the 
University Colleges of Nottingham and Leicester. 

At Nottingham the classes are held by Prof. Stanley Blythen, 
F.C.A., F.S.A.A., and by Prof. A. W. Kirkaldy, M.A. 

At Leicester, where the scheme is carried out in conjunction 
with the Leicester Chartered Accountants’ Students’ Society, 
instruction is provided by Mr. R. V. Rodwell, F.C.A., 
assisted by a barrister. 

The results of the past session have fully demonstrated the 
usefulness of these classes, and it is the intention of the 
Educational Committee to further extend them to provide 
complete tuition for the examinations. 


Sports Civs. 
In order to create further interest in the Society and to bring 
members into closer contact with each other, your Committee 
have been considering the formation of a sports club. 


Lrprary. 

Statistics have been prepared of the books used during the 
past year in order to assist the Committee when considering 
the question of extension. 

It has not been possible to extend the libraries as much as 
intended this year, in view of the Society’s activities in other 
directions, and your Committee consider that steps should 
now be taken for their considerable improvement. 


Accounts. 

The excess of income over expenditure at April 30th, 1924, 
was £11 Os. 8d., and the surplus of the general fund is now 
£142 1s. 10d. 

War Loan. 


The Nottingham Corporation Loan’ has been realised, the 
proceeds being invested in War Loan, 1929-47. 
Our best thanks are due to the Parent Society for the receipt 
of a grant of £32 2s. 
AnnvuaL Dinner. 
It was decided to postpone this event until November, 1924. 


MEMBERSHIP. 

During the past session four practising members and 
nineteen non-practising members were admitted tomembership, 
one practising and twelve non-practising members resigned, 
while two non-practising members were struck off the register 
for non. payment of subscriptions. 

The following table shows the growth of the Seciety :— 

1923-24. 1922-28. 1921-22. 


Practising Members .. a a 28 27 
Non-practising Members .. 89 84 73 


120 112 100 


Your Committee have great pleasure in recording the 
following honours obtained by local candidates at the 1923 
examinations : — 

Final Examination (November, 1923).— Mr. Eric Green, 
clerk to Mr. F. A. Prior (Prior & Palmer), sixth place. 
Intermediate Examination (November,1923).—Mr. Harry 
White, clerk to Mellors, Basden & Mellors, eighth place, 
and desire to tender their congratulations to the successful 
candidates. 


FINANCE BILL. 


The following are the clauses relating to Income Tax, 
Inhabited House Duty and Corporation Profits Tax :— 


PART II. 
Income Tax and Inhabited House Duty. 


Income Tax anp Super Tax ror 1924-25. 


16.—(1) Income tax for the year 1924-25 shall be charged 
at the rate of 4s. 6d., and the rates of super tax for that year 
shall, for the purposes of sect. 4 of the Income Tax Act, 1918, 
as amended by the Finance Act, 1920, be the same as those 
for the year 1923-24. 

(2) All such enactments relating to income tax and super 
tax respectively as were in force with respect to the duties of 
income tax and super tax granted for the year 1923-24, other 
than sects. 20, 22, 27 and 31 of the Finance Act, 1923, shall 
have full force and effect with respect to the duties of income 
tax and super tax respectively granted by this Act. 


(3) The annual value of any property which has been 
adopted for the purpose of income tax under Schedules A and 
B for the year 1923-24 shall be taken as the annual value of 
that property for the same purpose for the year 1924-25: 

Provided that this sub-section shall not apply to lands, 
tenements and hereditaments in the administrative county of 
London with respect to which the valuation list under the 
Valuation (Metropolis) Act, 1869, is by that Act made 
conclusive for the purposes of income tax. 


Reprat or JnnasrreD House Dury. 

17.— Inhabited house duty shall not be chargeable, in the 
case of Scotland, in respect of any year subsequent to the year 
ending on May 24th, 1924, and elsewhere in respect of any 
year subsequent to the year 1923-24. 


Extension or Secr. 19 or Finance Act, 1920. 

18.—(1) Sect. 19 of the Finance Act, 1920 (which makes 
provision for a deduction in respect of relatives taking charge 
of widowers’ or widows’ children), shall be extended so as to 
apply to a person resident with a widower or widow in the 
capacity of housekeeper as it applies to a person resident with 
a widower or widow for the purpose of having the charge and 
care-of children, and accordingly for sub-sect. (1) of the said 
section from the beginning thereof down to the proviso there 
shall be substituted the following :— 

‘< Tf the claimant proves that he is a widower and that 
for the year of assessment a person, being a female 
relative of his or of his deceased wife, is resident with 
him for the purpose of having the charge and care of any 
child of his or in the capacity of a housekeeper, or that 
he has no female relative of his own or of his deceased 
wife who is able and willing to take such charge or act in 
such capacity and that he has employed some other 
female person for the purpose he shall, subject as 
hereinafter provided, be entitled to a deduction of £45 in 
respect of that female relative or female person.” 


(2) References in any enactment to the said sect. 19 shall 
be construed as references to the said section as amended by 
this section. 


Rieut or APPEAL oN Questions or DomicttE, ORDINARY 
RESIDENCE AND RESIDENCE. ~ 

19.—(1) Any person who is aggrieved by the decision of the 
Commissioners of Inland Revenue on any question to which 
this section applies may, by notice in writing to that effect 
given to the Commissioners of Inland Revenue within 30 days 
from the date on which notice of the decision is given to him, 
make an application to have his claim for relief beard and 
determined by the Special Commissioners. 

(2) Where any application is made under this section the 
Special Commissioners shall hear and determine the claim 
in like manner as an ap made to them against an 
assessment under Schedule D, and all the provisions of the 
Income Tax Acts relating to such an appeal (including the 
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provisions relating to the statement of a case for the opinion 
of the High Court on a point of law) shall apply accordingly | 
with any necessary modifications. 


(3) This section applies to the following questions :— | 


(a) Any question as to ordinary residence arising under | 
sub-sect. (1) of sect. 46 of the Income Tax Act, 1918: | 


(b) Any question as to domicile or ordinary residence 
arising under paragraph (a) of Rule 2 of the Rules — 
applicable to Case IV of Schedule D, or under | 
paragraph (a) of Rule 3 of the Rules applicable to 
Case V of Schedule D; 


(c) Any question as to residence arising— 


(i) Under paragraph (d) of Rule 2 of the General 
Rules applicable to Schedule C; or 


(ii) Under Rule 7 of the Miscellaneous Rules 
applicable to Schedule D in connection with a claim 
for repayment of income tax made to the 
Commissioners of Inland Revenue by the person 
owning the stocks, funds, shares or securities and 
entitled to the income arising therefrom, or entitled 
to the annuities, pensions or other annual sums, as 
the case may be, and from whose income a 
deduction has been made on account of the income 
tax assessed and charged under the said rule. 


Income Tax on War Bonvs, &c. 


20.—For the purposes of any assessment to income tax for 
any year which is made on or after, or has not become final 
and conclusive before, April 30th, 1924, or of any deduction 
on account of income tax for any year, any increase of or 
addition to any salary, remuneration, pension, annuity or 
stipend by way of war bonus, and any other like temporary 
increase or addition granted in order to meet the rise in the 
cost of living, shall be, and shall be deemed always to have 
been, chargeable to tax as salary, remuneration, pension, 
annuity or stipend, as the case may be, and not as perquisites 
under Rule 4 of the Rules applicable to Schedule E or under 
the fourth of the Rules for charging the duties under 
Schedule E in sect. 146 of the Income Tax Act, 1842. 


Rate or Tax aT wHich REPAYMENTS IN RESPECT OF DEDUCTION 
oR ALLOWANCE UNDER Parr II or Finance Act, 1920, 
ARE TO RE MADE. 


21.—Any repayment of income tax for any year of 
assessment, whether ending before or after April 30th, 1924, 
to which any person may be entitled in respect of any 
deduction allowed under sects. 18 to 22 of the Finance 
Act, 1920, or in respect of the reduction of the rate of tax on 
the first £225 of taxable income under sect. 23 of that Act, 
shall be made at the standard rate of tax for that year, or at 
half that rate, as the case may be, but subject to such 
adjustments as may be proper in cases where relief is given in 
respect of Dominion income tax: 

Provided that, in the case of any n who ves as 
regards any year that, by reason of the deductions to which 
he is entitled, he has no taxable income for that year, any 
repayment to be made shall be a repayment of the whole 
amount of the tax paid by him, whether by deduction or 
otherwise, in respect of his income for that year. 


Power To Recover Summarity Smaui Amounts or Income Tax. 


22.—(1) Where the amount of any income tax for the time 
being due and payable under any assessment is less than £50, 
the tax may, without prejudice to any other remedy and 
without prejudice to the provision for recovery of income tax 
assessed and charged quarterly, be recoverable summaril 
as a civil debt, and sect. 29 of the Finance Act, 1921 (whic 
relates to evidence of payment of wages in p ings under 
sub-sect. 2 of sect. 169 of the Income Tax Act, 1918, for the 
recovery of income tax), shall apply in the case of proceedings 
under this section as it applies in the case of proceedings under 
that section and as if references therein to wages included 
references to salaries, fees and other emoluments. 


(2) Proceedings under this section shall be commenced in 


the name of a collector of taxes. 


Extension or Secr. 18 or Finance Act, 1923. 

23.—Sect. 18 of the Finance Act, 1923 (which makes provision 
for the granting of relief in cases where profits arising from 
the business of shipping are chargeable both to British 
income tax and to income tax payable under the law in force 
in any foreign state), shall have effect as if references therein 
to a foreign state included references to any British Dominion, 
any territory which is under His Majesty’s protection, and any 
territory in respect of which a mandate is being exercised by 
the Government of any part of His Majesty’s Dominions. 


Continuation oF Sect. 21 or France Act, 1923. 
24.—Sect. 21 of the Finance Act, 1923 (which grants an 
exemption for charities in the Irish Free State in respect of 
income tax for the year 1923-24), shall apply with respect 
to income tax chargeable for the year 1924-25 as it applied 
with respect to income tax chargeable for the year 1923-24. 


PART III. 


Miscellaneous. 
Termination oF Corporation Prorits Tax. 

25.—(1) Corporation profits tax shall not be charged on 
profits arising in an accounting period commencing after 
June 30th, 1924. 

(2) Where an accounting period commenced on or before, 
but ends after, the said June 30th the total profits of the 
accounting period shall be apportioned between the period up to 
and including that day and the period beginning immediately 
thereafter in proportion to the respective lengths of those 
periods, and corporation profits tax shall be charged on so 
much, but on so much only, of the profits as are apportioned 
to the period up to and including the said June 30th, and 
every such period shall be an accounting period for the 
purposes of Part V of the Finance Act, 1920. 


Exemption From Stamp Dury on Recerprs ror SA.aRIEs, 
WacGes AND SUPERANNUATION, AND OTHER LIKE ALLOWANCES. 
26.—The following exemption shall be substituted for 
exemption numbered (6) under the heading ‘ Receipt given 
for, or upon the payment of, money amounting to £2 or 
upwards” in the First Schedule to the Stamp Act, 1891 :— 
‘**(6) Receipt given for or on account of any salary, 
pay or wages, or for or on account of any other like 
payment made to or for the account or benefit of any 
person, being the holder of an office or an employee, in 
respect of his office or employment, or for or on account of 
money paid in respect of any pension, superannuation 
allowance, compassionate allowance or other like 
allowance.” 


Mr. A. R. King Farlow, F.C.A., F.S.A.A., has presented to 
the Society’s library an old work entitled ‘‘ An Interest Book,” 
which belonged to one of his ancestors who lived in the 18th 
century. The book was in the ssion of Mr. William 
Farlow, and bears his signature. e title page is as follows :— 


An 


4, 5, oe 8 per Cc 


rom 
1 Day to 92 Days, and for 
3, 6, 9, 12 Months 
Exactly Examined 
By John Castaing, Sen. 
e Second Edition. 
London : 
Printed for the Author, and are to be 

Sold at the Office at Garaway’s Coffee Houfe, 1708. , 
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‘Scottish Rotes. 


(FROM OUK CORRESPONDENT.) 


Meeting of Branch Council. 

A meeting of the Council ofthe Scottish Institute of 
Accountants (the Scottish Branch of the Society) was held 
in Glasgow on 23rd ult. ‘There were present: Mr. Robert 
Young (Elgin), Vice-President, Chairman; Mr. William 
Robertson, F.F.A. (Edinburgh), Dr. John Bell, Mr. R. T. 
Dunlop, Mr. W. Davidson Hail, Mr. John A. Gough, Mr. 
J. Cradock Walker, Mr. Arthur Batty (Glasgow), and Mr. 
James Paterson, Secretary. Apologies for absence were 
intimated from Mr. D. Hill Jack (Glasgow), Mr. W. L. 
Pattullo (Dundee), Mr. J. T. Morrison (Coatbridge), and 
others. A large number of inquiries regarding the 
examinations were passed on to the Examination and 
Membership Committee, or otherwise dealt with. Arrange- 
ments were made for the annual meeting and conference with 
the President and Secretary of the Society, which events 
were expected to take place on 27th curt. 


The Late Mr. Hugh kitchie, Greenock. 

We regret to report the death of Mr. Hugh Ritchie, F.S.A.A., 
Greenock, which took place on April 28th. Mr. Ritchie, 
who was in his 63rd year, carried on a large accountancy 
business. He was a prominent Freemason, and Treasurer 
of the Greenock (the Mother) Burns Club. Ue received his 
early training as a municipal accountant before commencing 
to practise on his own account. 


Mathematics in the School. 


In recent years Euclid has been deposed to a very large 
extent from his position of or | in the sphere of pure 
mathematics. This has not tended to clarity but rather 


to confusion of thought, as each teacher considered himself 
at liberty to do whatsoever he thought right in hisown eyes. A 
circular has now been issued by the Scottish Education depart- 
ment intimating a new arrangement which will come into effect 
in 1925. The ‘‘ note as to mathematics ’’ which accompanies 
the circular emphasises the necessity for preserving the 
feeling of unity as between one branch of mathematics and 
another. Algebra is to be associated with arithmetic, and 
geometry is to be linked on both. Accuracy and facility in 
arithmetical calculation must be regarded as essential at 
all stages. In geometry neither the proofs nor the sequence 
of Euclid will be compulsory. The sequence is to be that 
of subjects—angles and parallels, triangles, parallelograms, 
&c., to each of which a ‘‘ Euclidean reference ”’ is attached. 
Modern text books have to some extent anticipated the new 
arrangement, which will be standardised by Circular 66. 


A Bankrupt’s Books. 

Cases frequently occur in connection with the extra 
judical winding up of private traders’ affairs where books 
are conspicuous by their incompleteness, if not by their 
absence, but it is not often the public prosecutor in Scotland 
can be persuaded to prosecute. Last month such a prosecution 
took place at Airdrie, where a bankrupt was tried at the 
Sheriff Court for having carried on business without having 
kept such books or accounts as were necessary to exhibit 
or explain his transactions, contrary to the Bankruptcy 
(Scotland) Act, 1913. The Sheriff said it was the first case of 
the kind in that Court, and that probably the accused did not 
mean to do harm, but had merely been foolish. He imposed 
a fine of £10 with the alternative of 60 days imprisonment. 


Sir John Stewart’s Affairs. 

The affairs of the late Sir John Stewart, Bart., of Fingask, 
Perthshire, and of Dundee and London, and the subsequent 
bankruptcy proceedings were before the creditors last month. 
Mr. R. C. Thomson, Incorporated Accountant, Dundee, was 
elected trustee in the sequestration, with Mr. J. Maxtone 
Graham, C.A., Edinburgh, trustee in succession. Mr. 
Thomson had previously been appointed judicial factor by 
Court of Session. 


Aotes on Legal Gases. 


(The abbreviations at the end of each of the cases refer 
to the following law reports, where full reports of the case 
may be found. The Law Reports and other reports are 
cited with the year and the Division, e.g. (1923) 2 K.B.:— 

T.L.R., Times Law Reports; The Times, The Times News- 
paper; L.J., Law Journal; L.J.N., LawJournal Newspaper ; 
L.T., Law Times; L.T.N., Law Times Newspaper; 8 J., 
Solicitors’ Journal; W.N.,Weekly Notes; 8.C., Sessions Cases 
(Scotland); 8.L.R., Scottish Law Reporter; 1..T., Irish 
Law Times; J.P., Justice of the Peace (England); L.G.R., 
Knight’s Local Government Reports. 
The other abbreviations used in modern reports are A.C., Appeal 
Court (House of Lords and Privy Council); C.A., Court of 
Appeal; Ch., Chancery Division; K.B., King’s Bench Division ; 
P., Probate, Divorce and Admiralty Division; C.8., Court of 
Session (Scotland); J., Mr. Justice (King’s Bench or Chancery) ; 
L.J., Lord Justice; L.C., Lord Chancellor; M.R., Master of the 
Rolls; P., President of Probate, Divorce and Admiralty.] 


BANKRUPTCY. 
Re Hyams. 
Disclaimer of Lease by Trustee and subsequent acceptance of 
rent by Landlord. 

A landlord who, after disclaimer of a lease by the trustee in 
the bankruptcy of the tenant, accepts rent tendered by the 
bankrupt in respect of a period prior to the disclaimer, is, 
notwithstanding the annulment of the bankruptcy (at a date 
subsequent to the disclaimer and to the accepiance of the 
rent under sect. 21 of the Bankruptcy Act, 1914), not deprived 
of the right to possession of the premises resulting from the 
disclaimer. 

(Ch.; (1924) 130 L.T., 237.) 


’ COMPANY LAW. 
British Thomson-Houston Company v. Sterling 
Accessories. 
Directors and Shareholders are not liable for Company's 
Infringement of a Patent. 

The sole shareholders and directors of a private company 
which has infringed a patent cannot be made liable for the 
company’s infringement merely on the ground of their being 
such shareholders and directors. 

(Ch.; (1924) 40 T.L.R., 544.) 


Jubilee Cotton Mills v. Lewis. 


Allotment of Shares and Debentures before filing Statement in 
lieu of Prospectus. 

The memorandum and articles of the company were 
accepted and retained by the Registrar on January 6th, 1920. 
The certificate of incorporation was dated on that day but was 
not in fact signed by the Registrar till January 8th. On 
January 6th the company, before filing any statement in lieu 


of prospectus as required by sect. 82 of the Companies . 


(Consolidation) Act, 1908, allotted a large number of fully 
paid shares and debentures to the vendor as the ostensible 
consideration of the purchase, most of which were transferred 
to the respondent, who obtained a considerable sum by 
realising them, though the shares were in fact worthless. 

Astbury (J.) found that the respondent was a promoter and 
ordered him to pay £35,390 to the liquidator in respect of 
secret profits. The Court of Appeal held that the respondent 
was not accountable. 


On appeal to the House of Lords it was held that any profit - 


that the respondent made by disposing of the shares belonged 
to the company, although he was himself deceived and 
defrauded by the other promoters, and that the allotment of 
shares and debentures was not void on the ground that it was 
made before the incorporation of the company. By sect. 17 of 
the Act of 1908 the certificate was conclusive evidence of the 
date of registration, and an allotment made at any time on 
the day of registration was valid. The House assumed 
without however deciding that the allotment was void as not 
conforming to sect. 82 (1) of the Act of 1908. 


(H.L.; (1924) W.N., 179.) 
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